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FENAL TY OF SUCCESS. 





A sure way to escape calumny in this world is to say 
little and do nothing. There is a penalty attached to 
success which the men who would win must face — the 
penalty of criticism, public abuse, and misrepresentation. 
Those who are willing to pay this price, who have the 
courage to accept the ‘‘ slings and arrows of an ungrateful 
world’’ with true philosophy, may grow in power and 
strength for service. But there is no price paid without 
its compensation. The reward of honest service is the 
gratitude of honest people, whose confidence and good 


will outweighs all the bitterness of envy and malice. 
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What Is the Use... 


of saying ‘‘the best company "’ 
or ‘‘ the strongest company ”’ 
or ‘‘ the largest company '’ ? 


They are all these things. 
We say simply 


The Penn Mutual 
Life Insurance Company 


OF PHILADELPHIA. 
ORGANIZED 1847. 


That Tells the Whole Story. 











MASSACHUSETTS MUTUAL 


LIFE INSURANCE CO. OF 
SPRINGFIELD, MASS. 








FINANCIAL CONDITION. 
ASSETS, JAN. 1, 1905, - $37,071,298 
Liabilities, - - - 33,770,675 
SURPLUS, : - - 3,300,623 


JOHN A. HALL, President. 
HENRY M. PHILLIPS, Vice=President. 
W. W. McCLENCH, 2nd Vice-President. 
W. H. SARGEANT, Secretary. 


BOSTON | FRED C. SANBORN, Mer. 
OFFICE § 31 MILK STREET. 
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Columbian National Life 
Insurance Company 
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INCORPORATED UNDER THE LAWS OF MASSACHUSETTS 


—_— 


PERCY PARKER, President 
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THERE IS 


ALWAYS A GOOD OPPORTUNITY 
FOR A GOOD MAN 


TO REPRESENT 


The Mutual Life 


INSURANCE COMPANY OF NEW YORK 


ITS REPUTATION INSURES SUCCESS FOR 
THE INTELLIGENT AND ACTIVE AGENT 
_ You are invited to apply for information upon this sub- 
ject to 
GEORGE T. DEXTER, 
Superintendent of Domestic Agents, 
32 NASSAU ST., NEW YORK CITY. 





PHENIX 


INSURANCE 
COMPANY 


OF BROOKLYN, N. Y. 


Has removed to its New Office, 
No. 68 WILLIAM ST., 
New York. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMPANY 


OF BOSTON 


S. H. RHODES, President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men. 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

John Hancock Bldg. - 178 Devonshire St. 





“The Leading Fire Insurance Company of America’ 


Witt. B. CLARK, President. 
W. H. KING, Secretary. 


A.C. ADAMS, C. J. IRVIN, 
HENRY E. REES, A.N. WILLIAMS, 
Assistant Secretaries. 





THE METROPOLITAN 
LIFE INSURANCE CoO. 


(Incorporated by the State of New York) 
The Leading Industrial Insurance Company in America.” 


Pays over Three Hundred and Ninety-one Death Claims Daily. 
Insurance in Force of over $1,470,000,000 


Permanent, Profitable, and Progressive Employment. 


AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 

lete knowledge of the details of the business by 

iligent studyand practical experience, can, by dem- 
onstrating his capacity, establish his claim to the 
highest position in the field. Itis within his certain 
reach. The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City. 
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THE LATE BLOOMFIELD J. MILLER, 
VICE-PRESIDENT MUTUAL BENEFIT LIFE INSURANCE COMPANY. 


MR. MILLER WAS A MAN OF EXCEPTIONAL ATTAINMENTS IN THE ACTUARIAL BRANCH OF LIFE IN- 
SURANCE, FOR MANY YEARS A LEADING MEMBER OF THE ACTUARIAL SOCIETY OF AMERICA, AND 
ALWAYS LOOKED UP TO BY HIS FELLOW WORKERS AS A CLEAR THINKER AS WELL AS SOUND 
AND ABLE REASONER UPON MATHEMATICAL PROBLEMS. MOREOVER HE HAD A DEEP APPRECIA- 
TION OF THE GENERAL PROBLEMS OF THE BUSINESS AFFECTING LIFE INSURANCE MANAGEMENT 
ON THE OFFICE AND AGENCY SIDE, HE WAS AN ACTUARY WITH MANAGERIAL CAPACITIES, OR, 
TO PUT IT IN ANOTHER WAY, HE WAS A LIFE INSURANCE MANAGER WITH AN ACTUARIAL TRAIN- 
ING. HIS INFLUENCE UPON THE MANAGEMENT OF THE COMPANY WITH WHICH HE WAS CON- 
NECTED WAS GREAT AND ITS CONSPICUOUS SUCCESS WAS IN NO SMALL MEASURE DUE TO HIS 
LABORS AS AN OFFICER. HIS SERVICE FOR THE COMPANY EXTENDS OVER A PERIOD OF THIRTY- 
EIGHT YEARS. IN 1871 HE BECAME ITS ACTUARY, OR “MATHEMATICIAN,” AS THE COMPANY 
PREFERRED TO DESIGNATE HIM, HE CONTINUED TO SUPERVISE THE ACTUARIAL WORK UNTIL 
HIS DEATH. IN 1894 HE WAS MADE SECOND VICE-PRESIDENT, AND IN 1902 FIRST VICE-PRESI- 
DENT, OFFICES WHICH BROUGHT HIM INTO TOUCH WITH LARGER EXECUTIVE QUESTIONS OF THE 
BUSINESS, AT THE TIME OF HIS DEATH HE WAS FIFTY-SIX YEARS OF AGE, 
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SUPREME TEST OF SEPARATION 


IN WESTERN UNION FIELD. 





Dropping of the Connecticut Fire from Union Membership Causes Anxiety Among Com- 
pany Officials and Agents—Some Conclusions on the Controversy. 





The eyes of all fire underwriters are 
now centered upon the western field, 
watching with interest and consider- 
able anxiety the outcome of the action 
taken by the Western Union in drop- 
ping the Connecticut Fire from mem- 
bership for alleged violation of its 
practices relating to the reinsurance 
of non-union companies. 

The facts of the case seem to be that 
during the period when Western Union 
control in Nebraska was suspended 
the Connecticut Fire made a contract 
of reinsurance with the Columbia of 
Omaha, a non-union company. The 
Norwich Union also had one with the 
same company and the National Fire 
with the State Fire of Omaha. When 
jurisdiction in Nebraska was resumed 
a year ago the Western Union asked 
for a cancellation of these contracts. 
The National Fire and the Norwich 
Union complied with this request but 
the Connecticut Fire declined to do so 
upon the ground that it desired to 
continue the contract, was under obli- 
gations to do so, and that legislation 
by the Western Union could not be 
made retroactive. 


We are not quite clear whether 
there is a specific Western Union rule 
governing the question in controversy, 
or whether it is a matter merely of 
common understanding. The only 
public statement in relation to the 
matter is contained in a letter issued 
by Manager McDonald of the Con- 
necticut Fire in which he says that he 
is charged with a ‘‘ breach of comity,”’ 
from which it appears that the ques- 
tion is one not covered by specific 
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rules, the request for cancellation of 
the contract being made upon the 
broad grounds of practice. 

When the position taken by the 
Connecticut Fire became known to the 
governing committee of the Western 
Union, it was referred to the griev- 
ance committee. Manager McDonald 
appeared before that committee, stated 
the circumstances of the case and ex- 
plained the reasons for his position. 
The case was then referred to the 
arbitration committee and by it re- 
ported to the full meeting of the West- 
ern Union at Philadelphia, and asa 
result of action then taken, President 
Cofran notified the Connecticut Fire 
that it had been dropped from the 
Western Union roll. 

In his public statement Manager 
McDonald takes the view that he was 
asked to do something which was not 
important or essential to union in- 
tegrity, that he was not urged to give 
up the contract as a matter of right 
and justice, but simply to promote 
harmony, some me'nbers of the union, 
he claims, admitting that its action in 
the premises had been unwise and im- 
politic. 

He claims also that the jurisdiction 
of the Western Union in Nebraska 
was purely nominal and not actual, 
and that reinsurance contracts be- 
tween members of the union and non- 
union companies were in existence in 
other states and allowed to stand 
where the jurisdiction was no more 
actual than in Nebraska. 





Our own view of the situation, based 
upon such information as we have, is 
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this: For some time past the Connec- 
ticut Fire has not been a warm ad- 
mirer of the Western Union as an or- 
ganization nor an enthusiastic sup- 
porter of its acts. The company has 
had a grievance against the Western 
Union which Manager McDonald now 
defines to be, that when the Connecti- 
cut joined the union in 1898 with 
other companies it was induced to do 
so on the promise that expense reforms 
would be put in force in excepted 
cities. Nothing, he says, has since 
been done upon that point, the latter 
claim being, of course, substantiated 
by the actual facts. 

The critical attitude of the Connec- 
ticut Fire has been felt and resented 
by the warm supporters of the West- 
ern Union, and with the thought in 
mind that possibly the company might 
voluntarily withdraw, it may be that 
the Western Union has been more 
quick than it otherwise might have 
been to pursue and push a case against 
this company. 

The charge against the Connecticut 
Fire does not appeal to us as import- 
ant enough to constitute a ‘‘casus 
belli’? against the company, especially 
if the question of jurisdiction is not 
quite clear, and if it is true that other 
reinsurances are maintained by union 
companies with non-union companies. 
Nevertheless if it was deemed im- 
portant by the Western Union to raise 
an issue with the Connecticut, the 
technical grounds in this case are no 
doubt sufficient. 

Of this, however, we feel sure, that 
if the Western Union preferred to 
drop the Connecticut Fire rather than 
to wait for its withdrawal, the Con- 
necticut Fire preferred to be dropped 
rather than to withdraw, so that the 
_ Situation in this respect is satisfactory 
to both contestants. 





The situation is interesting mainly 
on account of the test it imposes on 
the separation rule adopted by the 
Western Union some five years ago. 
This offers an inducement to agents 
representing only union companies in 


the form of an increased rate of com- 
pensation. This inducement during 
the last five years has led to the 
‘‘unionizing’’ of a very considerable 
percentage of agents in the Western 
Union territory. There are still so- 
called ‘‘mixed,’’ agencies, but we un- 
derstand that in the majority of cases 
the agencies are lined up as strictly 
union or non-union, as the casé may 
be. This change has been brought 
about in the main by the peaceful re- 
adjustment of agency representation, 
the exchange of one agency with an- 
other, the early rate wars accompany- 
ing the adoption of the separation 
plan being found unprofitable to both 
parties and vexing to agents. 

It has been claimed that as a result 
of the separation rule and the union- 
izing of agencies, it would be practi- 
cally impossible for a member of the 
Western Union to withdraw and oper- 
ate upon the outside because of the 
change of agencies which such a move 
would necessitate. It is said that the 
dropping of the Connecticut Fire is 
likely to make it necessary for that 
company to change 75 per cent. of its 
agencies, provided agents now re- 
ceiving the graded commission show 
themselves unwilling to relinquish 
that advantage. 

The separation rule against the 
Connecticut Fire went into force 
June 1 and probably it will be some 
time before the full effect of its 
break in relations with the West- 
ern Union can be estimated. Already 
many agents have notified the com- 
pany of their intention to discontinue 
representation. Many other union 
agents of the company, on the other 
hand, have assured it of their purpose 
to stand by the company which is ad- 
mitted by union members to be a most 
popular one with local agents. 

The main cause of apprehension re- 
lates to the possibility of rate wars 
growing out of enforced changes. 
Manager McDonald of the Connecticut 
Fire has announced his intention not 
to protect his business by rate cutting, 
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unless he is thrown out of his present 
agencies at the behest of union man- 
agers, before he is able to make satis- 
factory connections elsewhere. Where 
union agents find it impossible asa 
matter of self-interest to retain the 
company he says that he expects them 
to assist him in properly placing the 
company elsewhere. 

Even in an extremity we conceive it 
possible that the Connecticut Fire 
may prefer other means of defence 
than rate cutting, such as an appeal 
to the injunction. If such a means of 
defence were followed an interesting 
situation would arise. If the Western 
Union or members thereof were en- 
joined from coercing agents into re- 


signing the Connecticut Fire by a re- 
duction in their present rate of com- 
missions, would this not deprive the 
Western Union of all the value and 
force in its separation graded com- 
mission rule? 

While it is always possible that 
serious disturbances and upheavals 
may grow out of an acute situation 
like this, yet we conceive it probable 
that the relations of both antagonists 
to the agency field will be adjusted in 
this crisis by peaceable and orderly 
methods. There is a conservating 
force embodied in the organized 
agency movement whose influence, 
now more widely recognized than 
ever, will have a tendency to put a re- 
straint upon excessive measures. 








TO SUPERVISE COST OF LOCAL RATING ASSOCIATIONS. 








For the past four years the National 
Board of Fire Underwriters has been 
engaged in the collection of data to 
show the amount spent annually in 
the maintenance of rating associa- 
tions, inspection bureaus and local 
boards, as well as for patrols and pro- 
tective organizations. There is shown 
a very marked increase in the cost of 
these items during that period, as will 
be observed from the following fig- 
ures: 


GENERAL AND RATING ASSOCIATIONS, INSPEC- 
TION BUREAUS AND LOCAL BOARDS. 


Cost. 
1OOL cccce ccccce coccce conccoceccocces $1,358,084 
1902 ccccee voccce coccce ccccce cove sccce 1,945,410 
1908 ccccccccccccce cocce © coccccccccce « 2,200,517 
WOE cosces coccce 000cces cocccecoese coe 2,416,420 


Increase in four years....eeseeeee $1,058,336 
PATROLS AND PROTECTIVE ORGANIZATIONS. 


Cost. 

1901 scccccccccccccce eo cvcce 00 cee veecee $030,182 
1902 .ccccccccccescccs 00 coccce coccce cee - 681,337 
1908 .ccccce eo ccccccce oo coccce coccceccces 121,417 
1994 wccccccccces cece 00 ccccce coccceccces 732,695 
Increase in four years. .ccees sees seee$Id,913 


The increase in the cost of main- 
taining district, state and local asso- 
ciations is particularly large and it 
was with a view to checking this ten- 
dency that the National Board adopted 
the following recommendations of the 
executive committee: 

First—A uniform fiscal year for all associa- 


tions and boards. 
Second—All associations and boards submit to 


the National Board, one month before January 1 
each year,a budget giving proposed expenses 
for coming year, for examination and criticism 
by executive officers of the companies. 

Third—All associations be requested to follow 
the samé plan of expenditure. 


At the same time a special commit- 
tee was appointed to further investi- 
gate the matter. We do not under- 
stand that this committee enters upon 
its duties with any purpose antagonis- 
tic to the interests of local rating as- 
sociations, but proposes only to exer- 
cise a general oversight which may 
result in proper economies and uni- 
formity in the plans of expenditure, 
assessment, etc. 

While the increase in rating asso- 
ciation expenses is large, we believe it 
is explained mainly by the increased 
requirements imposed upon such asso- 
ciations, rather than by any sudden 
burst of extravagance in administra- 
tion. The more general introduction 
of the schedule, involving the em- 
ployment of expert rate makers and 
an increased force of inspectors, will 
probably be found to be the main 
cause for the increase. 

There would be, of course, a natural 
increase under any circumstances, due 
to the greater amount of insurance 
done and the increase of risks to be 
rated. An investigation of the sub- 
ject by a competent committee, not 
over-zealous to apply general rules of 
economy which might interfere with 
the efficient working of these organi- 
zations, ought to be of benefit to the 
companies who pay the bills and to 
those who administer the affairs of 
these organizations. 
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THE COMMITTEE OF TWENTY AND FIRE INSURANCE PROGRESS. 


National Board Votes to Continue Its Special Investigation of Conflagration Conditions— 
Another Year Necessary to Complete the Work. 


The National Board of Fire Under- 
writers, at its annual meeting in New 
York May 10, voted to continue the 
work of its special ‘‘committee of 
twenty’ at acost of $104,000, notwith- 
standing the opposition of prominent 
insurance interests which declared the 
work of this committee to be too ex- 
pensive for the results produced. In 
order to understand the situation it 
may be well to traverse the events in 
sequence which led up to the appoint- 
ment of this committee. 

The Baltimore conflagration of Dec. 
31, 1903, led insurance interests in the 
early part of 1904 to consider the new 
hazards of conflagration disclosed by 
this fire, and in view of the losses sus- 
tained considerable sentiment de- 
veloped in favor of a readjustment of 
rates upon risks subject to conflagra- 
tions. The movement in this direction 
began with a public statement issued 
by President Snow (then vice-presi- 
dent) of the Home Insurance Com- 
pany, who called attention to the fact 
that a general classification would un- 
doubtedly show that rates which pre- 
vailed in most sections upon mercan- 
tile stocks and unprotected manufac- 
turing plants were wholly inadequate. 

He therefore suggested that the 
time was ripe to remedy this. patent 
inequality. A few days later this opin- 
ion was fortified by a statement from 
President Evans of the Continental 
expressed along similar lines. The 
sentiment in favor of a movement of 
this description grew so strong that 
on Feb. 25 the executive commit- 
tee of the Nationul Board appointed a 
special ‘‘committee of twenty’’ to con- 
sider the entire rate situation, espe- 
cially as it related to the conflagration 
hazard in large cities. When this com- 
mittee met and organized it adopted a 
set of resolutions from which is taken 
the following extracts: 

It shall define the boundaries of the congested 


districts of the cities of this country and by ex- 
pert opinion shall determine the relative danger 
of conflagration in said districts by reason of 
defective fire department, water supply or of 
building construction. 

It shall at the earliest possible date prepare a 
schedule to be known as the congested district 
schedule applicable in such congested districts, 
making uniform charges for area, height of 
buildings, as well as for vertical openings through 
floors and roof, open stairways, laek of standard 
fire shutters, blind attics, walls and floors not 
standard, wood sheathing, electrical equipments 
and tenants in excess of two, etc., as well as a 
uniform and liberal allowance for the installation 
of automatic sprinklers and other fire extinguish- 
ing facilities. 

It will thus be seen that the com- 
mittee had two distinct functions: (1) 
To investigate the conflagration haz- 
ard, (2) to prepare schedules for re- 
rating congested districts. The first 
part of this work only has been under- 
taken. The fact that nothing has been 
done in respect to the second part is 
the chief cause of opposition to a con- 
tinuance of the committee’s special 
work. 

President Evans of the Continental 
was made chairman of the committee 
and has had direct control and super- 
vision of its constructive work, the 
details of which, however, were placed 
in the hands of Herbert Wilmerding, 
formerly of Philadelphia, who was en- 
gaged to organize and direct the plans, 
in the execution of which some forty 
persons have been engaged at a cost 
during the year of $81,000. This work 
was supported by contributions from 
119 subscribers, of whom 112 were 
members of the National Board and 
seven were outside. 

Inspections and reports were issued 
covering the conflagration conditions 
in 22 cities. Inspections were made 
in 10 more upon which reports have 
not been made. An inspection of 
Washington is nearly complete, while 
the committee is now at work upon 
New York, Chicago and San Francisco. 
Plans have been completed for inspec- 
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tion of 37 additional cities, which, as 
we understand, will complete the com- 
mittee’s work, so far as inspections 
are concerned. 

During the year the usual differ- 
ences grew up relative to the rating 
side of the proposition. Our under- 
standing is that it involved upon one 
side a desire for increased rates upon 
non-paying classes, especially those 
subject to the conflagration hazard, a 
desire which was met with a deter- 
mination on the part of others that 
such an advance should not be effected 
without a simultaneous equalization 
of rates upon preferred classes. 

In the East, therefore, the work of 
the commilitee has produced practi- 
cally nothing so far as increased rates 
or improved schedules are concerned, 
and while there is probably a univer- 
sal desire to continue the inspection 
branch, some of the companies felt 
that inasmuch as the committee’s im- 
portant proposed work relative to 
rates had come to naught, the inspec- 
tion work should be done by the reg- 
ular machinery of the National Board 
and at a rate of expenditure not to 
exceed $25,000. 

The reasons urged by Chairman 
Evans for a ‘‘perpetuation’’ of the 
committee’s work were as follows: 


First—The conflagration hazard is the one 
great hazard the companies have to fear, as the 
loss by the burning of an individual risk is never 
great. If this hazard can be eliminated, the 
business of fire insurance will be placed ona 
much more stable basis. Unless our congested 
districts are improved the companies will not be 
able to carry the business, new competition will 
be forced into the field to carry this liability, and 
it will of necessity divide with us the other 
business, of which there is now less than is re- 
quired to satisfy companies members of the 
board. 

Second—The work is a valuable argument 
against anti-compact legislators, because it has 
been done gratis without an increased rate. Its 
entire cost is not to be compared with the ex- 
pense attaching to the opposition of misguided 
and hysterical legislation, superinduced by flat 
increases of rate and past actions and inactivities 
of the companies, now obviated by the commit- 
tee’s work. 

Third—By providing expert advice gratis, for 
which the cities would have to pay handsomely 
if secured on their own account, the position of 
underwriters is strengthened materially. Kan- 


sas City paid $5,000 for a commission to ex- 
emine into its water supply, and at that got ad- 
vice from men who were unfamiliar with the in- 
surance engineering problems involved. Nor 
did they receive the careful analysis of the fire 
department, building laws, electrical ordinances, 
conflagration hazard, etce., furnished by the 
committee, with the experience of 120 insurance 
companies to back it up. 

Fourth—By doing the work of lax municipal 
administrations, the committee further strength- 
ens the position of the companies in the eyes of 
the citizens. 

Fifth—The entire cost of the work each year 
is not equal to the loss by one ordinary fire. 
Surely the labors of the committee are worth 
the price paid for one of the many fires which 
will be prevented. 

Sixth—The formation of the committee makes 
possible the standardization of fire protection 
and prevention in general, as the Underwriters’ 
Laboratorles and N. F. P. A. have been doing 
with respect to devices and local methods. 

Seventh—If the work is not continued and re- 
coursé is had to the old methods of charging for 
existing conditions and doing nothing to im- 
prove them, we shall experience on a broader 
scale a competition similar to that furnished by 
the mutuals, whose first principle seems to be to 
share benefits with the assured. It should be 
remembered that many of the important mer- 
chants in our congested value districts are as 
mill owners familiar/with the mutual methods, 
and unless the stock companies meet conditions, 
pointing out how insurance can be had at reas- 
onable rates, they turn to the mutuals to solve 
the question. 

These considerations prevailed and 
the appropriation asked ($104,000) for 
the continuation of the committee’s 
work for another year was adopted by 
a large majority. 

While it is no doubt true that the 
committee has neglected to carry out 
its purposes respecting rating sched- 
ules and may therefore be subject to 
criticism in this connection, yet we are 
of those ready to admit that the com- 
mittee may have been wisely guided in 
not taking up this question at this 
time. To be sure this neglect has not 
produced the immediate results in in- 
come to the companies confidently 
counted upon, nevertheless we believe 
the ultimate results may justify the 
committee’s policy and benefit fire 
insurance far beyond the sums ex- 
pended. 

We do not feel competent to say 
whether the committee’s work in re- 


spect to inspections has been properly 
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conducted in all its details, or whether 
the information produced has been of 
great value as insurance information. 
But on the side of public policy we as- 
sert with confidence that the benefits 
to the business have been large. 

A very considerable purt of those 
benefits are due, in our opinion, to the 
discreet and convincing public state- 
ments made by the committee’s chair- 
man. In fact, we doubt not the vote 
to continue the work of the commit- 
tee is largely a personal tribute to Mr. 
Evans, prompted by a generous desire 
on the part of insurance men who 
differ with him in relation to policies 
of insurance management, to give 
him just due for his labor in this con- 
nection. It is significant to note that 
Mr. Evans, having secured this en- 
dorsement, volunteered the statement 
that the work of the committee, so far 
as inspections were concerned, would 
be cleared up this year and it could 
then be merged with the regular work 
of the National Board. 


From this it is to be concluded that 
the work of the committee of twenty, 
so far as it relates to schedule rating 
for unprofitable hazards, will come to 
naught, and that this branch of the 
movement,which at one time appar- 
ently promised so much for improved 
underwriting, will be indefinitely post- 
poned. 

This we shall regret. Rate inequal- 
ity, with its losing hazards on the one 
hand and its ultra profitable risks on 
the other, is the bane of fire insur- 
ance. We do not know that it ever 
will be cured—perhaps there is no 
eure for it—and yet the inertia in fire 
insurance upon this and kindred ques- 
tions contributes steadily and con- 
tinuously to the diversion of risks to 
other classes of insurance. While 
the clash of special interests within 
stock fire insurance checks and 
kills needed reform, the mutual sys- 
tem quietly grows and gains strength, 
gathering in the cream of the busi- 
ness not only in country sections but 
in city districts. 








PRELIMINARY ARKANSAS DECISION AGAINST THE COMPANIES. 








The first skirmish in the legal con- 
test in Arkansas to test the anti-com- 
pact law of that state has been lost by 
the companies, the circuit court sus- 
taining the extra territorial features 
of the law in the suit against the 
Hartford Fire Insurance Company. 
By agreement with the attorney-gen- 
eral this suit involved only one day’s 
violation by the company, the min- 
imum penalty therefor being $200. 

Since the decision, however, the 
state has filed suit against, the Hart- 
ford Fire for $290,000, being $5,000 a 
day, the maximum penalty since 
March 25 (including Sundays) when 
the law went into effect. At the time 
the other companies withdrew the 
Hartford elected to remain in the 
state. If the decision of the lower 
court is sustained on appeal it will be 
heavily mulcted in damages. 

In the opinion of the circuit court 
Judge Winfield states that the com- 
plaint charges and the answer admits 
that the Hartford Fire Insurance 


Company, while belonging to a pool, 
trust, etc., elsewhere to fix prices, was 


conducting an insurance business in 
Arkansas. It is contended, says the 
court, that the list of the offenses, in- 
cluding the belonging to a pool, trust, 
etc., are acts outside of Arkansas, and 
that the courts of Arkansas have no 
jurisdiction to punish such an act 
committed beyond the state not affect- 
ing rates in the state. 

Judge Winfield says that taking the 
history of the law into consideration, 
the Act of 1895, the decisions of the 
Supreme Court in 66 Arkansas, and 
the act itself, it cannot be doubted 
that the plain intention of the legisla- 
ture is to punish the corporation for 
doing business in Arkansas while a 
member of a pool, trust, etc., any- 


where. He adds: ‘Is the language of 
the act sufficient to carry out this in- 
tention? We thinkitis. Both elements 
—conducting business and belonging 
to a pool, trust, etc.—are described. 
It takes both of these elements to con- 
stitute the offense. The defendant 
admits by its answer that it is guilty 
of both. We deem it unnecessary to 
comment upon the other questions so 
ably presented in the argument. The 
demurrer will be sustained.”’’ 
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NATIONAL SUPERVISION AS VIEWED BY A LEGAL ADVOCATE. 





RALPH W. BRECKENRIDGE BEFORE YALE UNIVERSITY. 


It appears that insurance in one 
form or another is interwoven with 
the fabric of our commercial and so- 
cial life; and while the supervision of 
any business of a private character 
would ke an impertinence, the people 
who carry insurance have a right to 
the protection given through that 
publicity which can only be had by 
the inquisitorial investigations of the 
government; and a system of state 
supervision has therefore grown up. 

The original purpose of supervision 
was to expose the weakness and fraud 
of irresponsible companies, but lat- 
terly the great accumulations by the 
companies, of money in sight, has 
proven too strong a temptation for the 
states to resist. Accordingly, when- 
ever the need for funds has presented 
itself, as it almost constantly has, an 
onslaught hus been made by the state 
legislature upon the money held in 
trust for the people by the insurance 
companies, until now the states re- 
ceive from the companies doing busi- 
ness in the United States, under vary- 
ing forms of exactions, a sum that has 
never been definitely calculated, but 
which is estimated at from $20,000, - 
000 to $25,900,000 annually. 

From tables compiled upon reports 
furnished by twenty-eight states, it 
appears that those states received from 
insurance companies during the fiscal 
year 1902 over $5,000,000 more than 
the supervision of those companies 
cost them; and this sum does not in- 
clude what they received in taxes. 

The President of the United States 
advocates Federal supervision in these 
words quoted from his message of 
Dec. 6, 1904: 


The business of insurance vitally affects the 
great mass of the people of the United States 
and is national and not local in its application. 
It involves a multitude of transactions among 
the people of the different states, and between 
American companies and foreign governments. 
I urge that the Congress carefully consider 
whether the power of the bureau of corporations 


cannot constitutionally be extended to cover 
interstate transactions in insurance. 


The fear that the issue of state 
sovereignty is involved is not well 
founded, and the suggestion is irre- 
levant; for if interstate insurance is 
“commerce among the states,’’ the 
business is national in character and 
subject to regulation by Congress un- 
der the commerce clause of the con- 
stitulion. 

It is too late to challenge either the 
power of Congress or the propriety of 
Federal regulation of any instrumen- 
tality of commerce; both of them are 
settled by the constitution as con- 
strued in repeated decisions of the 
supreme court. 

It is estimated that the expense of 
Federal supervision would not exceed 
10 per cent. of what the states now ex- 
act, and as the competition for busi- 
ness is keen, a reduction of expenses 
will force a reduction of the cost of 
insurance. 

The apparent obstacle to Federal 
supervision of interstate insurance as 
commerce among the states is found 
in the noted case of Paul vs. Virginia, 
8 Wall. 168, decided in 1868, and a 
series of decisions following it known 
as the ‘‘insurance cases.’’ 

In all these cases except one the 
principal issue was whether a cor- 
poration of one state may transact its 
business in another except by com- 
pliance with the terms prescribed by 
law in the latter; and state statutes 
imposing such terms were sustained 
as a legitimate exercise of the police 
power. In the excepted case, a statute 
of Missouri providing for the non- 
forfeiture of life insurance under cer- 
tain conditions and which fixed the 
rights of the parties contrary to the 
provisions of the particular policy, 
was sustained and read into the con- 
tract. 

In none of these cases was an act 
of Congress involved, and in none of 
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them was there apparently before the 
court any accurate and detailed state- 
ment of facts with regard to the char- 
acter and conduct of the business and 
the uses made of insurance. The de- 
cisions are, in this regard, based upon 
the misconception of the facts as they 
are recited in Paul vs. Virginia, and 
upon the theory that insurance in- 
volves only the making of a contract 
between a citizen of one state anda 
corporation of another. 

Is insurance ‘‘commerce”’ within the 
meaning of that word in the Federal 
constitution? 

The regulation of commerce was the 
motive for the Federal compact, and 
naturally the clause giving to Con- 
gress ‘‘power to regulate commerce 
with foreign nations and among the 
several states and with Indian tribes’’ 
has given rise to much discussion and 
an inconsistency more apparent than 
actual, growing out of the views of 
the different members of the court re- 
gurding the rival theories of the con- 
current power of Congress and the 
states, and the exclusive power of the 
Federal government. 

What, then, is commerce? Who 
shall decide? Does the answer to this 
question depend upon mere definitions, 
or does the constitutional classification 
of insurance depend on facts that 
show its intimate and verbal connec- 
tion with commerce and its instru- 
mentalities? 

In a case decided long after Paul vs. 
Virginia, Mr. Justice Field said,‘‘ What 
is an article of commerce is determin- 
able by the usages of the commercial 
world.”’ 

The commerce vf 1787 knew only 
sailing vessels, canal boats and stage 
coaches. There were no steamboats, 
no railroads, no electricity; and the 
telegraph, the telephone and supplied 
electric power have become utilities 
of commerce within a generation, and 
subject to Federal regulation, because, 
in the language of Marshall, ‘‘The 
Constitution was intended to endure 
for ages to come, and consequently to 
be adapted to the various crises of hu- 
man affairs.’’ ete 


Chief Justice Waite said the powers 
granted by the commerce clause of the 
constitution are not confined to the 
instrumentalities of commerce known 
or in use where the constitution was 
adopted: “‘but they keep pace with 
the progress of the country and adapt 
themselves to the new developments 
of time and circumstances.”’ 

And the power of regulation under 
the commerce clause has been, and 
therefore may be applied to that 
method of intercourse which had no 
existence when the constitution was 
framed. 

*‘Commerce,’’ says Mr. Justice John- 
son, “in its simplest signification 
means an exchange of goods. As 


society advances, however, labor, 
transportation, intelligence, care and 
various mediums of exchange become 
commodities and enter into com- 
merce,’’ and ‘‘the subject, the vehicle, 
the agent and their various operations 
become the objects of commercial reg- 
ulation.’’ 

The courts have expanded the 
powers granted under the commerce 
clause of the constitution, ‘‘to keep 
pace with the progress of the coun- 
try’’; these powers have ‘‘been 
adapted”’ to the ‘‘new development of 
time and circumstance.”’ 

Congress has the power to deter- 
mine the articles which may be the 
subjects of commerce. Congress is 
the exclusive judge of the expediency 
of the regulation of insurance and of 
the facts which render such regulation 
expedient; and one may count upon 
his fingers acts of Congress held un- 
constitutional for want of constitu- 
tional power. 

If, therefore, Congress shall see fit 
to supplement its direction to the bu- 
reau of corporations by providing for 
complete supervision of insurance it 
will preform a great and needed pub- 
lic service. Such supervision will as- 
sure the maximum of corporate pub- 
licity which is demanded not only for 
the policyholders, but to preserve the 
corporations themselves against un- 
justifiable and malicious attacks, for 
the interests of the policyholders and 
the insurance companies are identical. 

Interstate insurance is ‘‘commerce 
among the states’’ and the general 
good requires its regulation as such; 
the duty of Congress is plain, and no 
phantom of states’ rights should in- 
tervene between that duty and its per- 
formance. 
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OVERHEAD WRITING BY AGENTS: 


WHAT IS MEANT BY THE TERM? 





Ex-President Woodworth of the National Association Has Views upon this Question— 
Believes that the Present Understanding of Overhead Writing Is Sufficient. 





Since the last numter of the Jour- 
nal, in which we discussed a suggested 
extension of overhead writing prin- 
ciples to be applied by the National 
Association of Local Fire Insurance 
Agents, the question has been touched 
upon by ex-President Woodworth of 
the National Association at the an- 
nual meeting of the Virginia State 
Association May 17. As Mr. Wood- 
worth appears to take issue with the 
suggestions advanced by the Journal, 
we take particular pleasure in repub- 
lishing the views of so keen an ob- 
server and careful student of under- 
writing conditions, first quoting, how- 
ever, the substance of the proposition 


as set forth by us: 

In the opinion of this journal the writing of 
insurance in non-represented companies before 
the represented companies have had an oppor- 
tunity to cover the risk is a detriment to the 
‘Sagency system” and an injury to the com- 
panies which maintain local agencies and share 
the expense of local supervision. In our opin- 
ion, also, it might properly be classed as “‘ over- 
head writing by agents.” 


To this proposition Mr. Woodworth 
sets forth his objections as follows: 


There seems to me no need of amendment to 
the overhead writing plank of the National As- 
sociation. The suggestion that the agent of a 
company should not write in the territory of the 

_agent of another company is unreasonable. Let 
us say, as an illustration, that one of us repre- 
sents two companies. The commission of one 
covers this city only, that of the other includes 
outlying towns. It would not be fair to say 
that the latter company can have no business in 
these outlying towns because agents of other 
companies are located there. This would be 
equivalent to saying that a company can have no 
business at any point where there is a local 
agent, unless it commissions that local agent or 
another in the same locality. This would be an 
assumption that the companies would not sub- 
mit to and a condition that would be injurious to 
agents. 

As a rule, agents in small towns are com- 
plaining now of too many companies and side- 
line. competitors. Their condition would be 
much worse if every company which wishes to 
write a risk in such atown was obliged to ap- 
point an agent there. The agent on the ground 


who intelligently cultivates his own field has the 
advantage over a distant competitor, and if the 
distant competitur complies with local rates, 
rules and regulations he will not usually get 
enough business to seriously injure the local 
man. Companies and agents who adhere strictly 
to the present rule regarding overhead writing 
are doing all that we need and all that we can 
reasonably ask. We had better let well enough 
alone in this matter. 


Covering the specific citation made 
by Mr. Woodworth as an objection to 
a broader interpretation of the over- 
head writing rule,we can but say that 
in our opinion this interpretation 
would not cover his case. If it did,we 
should certainly admit that there was 
something inherently wrong in our 
suggestion, which would make it un- 
acceptable as a principle of agency 
underwriting. Any attempted enforce- 
ment of a rule which would prevent 
Mr. Woodworth, or any other agent, 
from being commisioned to represent 
a company in two or more adjoining 
towns, and from writing without re- 
striction for said companies in said 
towns, would fall, as it seems to us, 
by the weight of its own injustice. 
Such an agency commission would be 
proper and legitimate and would not 
be an injury to the American agency 
system, and certainly could not come 
within the scope of a proper interpre- 
tation of the overhead writing rule. 

But let us take another illustration: 
If an agent is given a roving commis- 
sion for any compauy to write in any 
place wherein that company is not 
represented, may not such a commis- 
sion be utilized to cover overhead 
writing by the agent and to injure 
legitimate local agents at other points? 

The National Association certainly 
should not allow itself to be put in the 
attitude of dictating to companies on 
the appointment of agents at points 
where they may not desire to be rep- 
resented. But as a matter of business 
comity between agents interested in 
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an organization designed to promote 
common interests, we think it may 
well concern itself with this question 
in the form in which we have outlined 
it. 

Again let us quote from the article 
of last month: 

The idea underlying the development of the 
proposition for which the organized agents 
stand, is that the real underwriting agent legiti- 
mately appointed for the locality in which he re- 
sides should be protected in the cultivation of 
the territory against the competition of non- 
resident agents using non-represented companies, 
for this, as it now seems to us, might properly 
be designated as ** overhead writing by agents.” 

If an agent were ‘‘legitimately ap- 
pointed,’’ as in the instance cited by 
Mr. Woodworth, for two or more ad- 
joining towns, the suggested applica- 
tion would not apply. But we believe 
our vision of the future is sufficiently 
clear to warrant the belief that condi- 
tions will in time lead the National 
Association to a consideration of this 
question. That is to say, it will have 
to be considered, if there is to bea 


logical development of protective pol- 
icy for the American agency system. 

It is, as we take it, no part of the 
policy of the National Association to 
encourage the appointment of agents 
who do not devote their entire time to 
the business, or a least, who do not 
make insurance their first concern. 
Nor does it concern itself with pro- 
tecting the interests of ‘‘side-liners’’ 
whose interest in insurance ends with 
the payment of commission,and whose 
work and introduction does notin any 
respect contribute to economy or im- 
provement in the business. 

If it should ever become desirable 
for the National Association to say 
more clearly what is meant by 


“overhead writing by agents,’’ no 
doubt an adequate statement of prin- 
ciples could be formulated which 
would check in its infancy an undesir- 
able tendency, and yet at the same 
time leave room for the proper and 
legitimate development of agency ap- 
pointments along the line suggested 
by Mr. Woodworth. 





COUNTRY LOCAL BOARDS 


AND THEIR DIFFICULTIES. 








WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY “ MARTIN SHERWOOD.” 








Local boards and their secretaries in 
many cases present to the lay mind a 
great number of anomalies. Ido not 
refer to boards in large centers, with 
trained officers and inspectors, but 
rather to the associations in smaller 
places. 

Suppose an association of insurance 
agents in a small town form as usual 
a ‘‘Board of Underwriters,’’ for the 
purpose of fixing and maintaining 
rates. One of the number, supposed 
to have the necessary qualifications, 
is appointed secretary, often without 
previous technical training or educa- 
tion. Then this board, usually through 
its officers, makes the rates for the 
town and country in the vicinity. 

Now the fixing of adequate rates is, 
as every one whois at all versed in the 
insurance business knows,a most diffi- 
cult operation. By adequate rates, I 


mean such rates as will yield the com- 
panies a fair profit, and at the same 
time will not bear too heavily on the 
insured, and will not be the means of 
driving business into the offices of 
non-board companies or foreign, un- 
licensed ‘‘wildcats.’’ 

Furthermore, adequate rates should 
be graded with due regard to the ex- 
perience of profit or loss in each par- 
ticular class of business, so that as far 
as practicable each class will pay its 
own way. There should not be the 
anomaly of protected dwellings in 
towns paying for the planing mills in 
the country, or the heavy rates on 
saw mills, making up the losses paid 
on too low rated farms. 

The first anomaly that one perceives 
arises from the fact that the first rat- 
ings made are usually too low. Then, 
time goes on, and more knowledge in as 
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the difficult art of adequate rating is 
acquired, or more competent secre- 
taries are employed, the rates approxi- 
mate more nearly to a correct basis. 

During this time, however, differ- 
ent towns are installing water services 
and fire departments, and improving 
their internal conditions by building 
brick in place of wood, while the rates 
continue to increase. Thus it hap- 
pens, as it often has in towns within 
the writer’s experience, that the rates 
are actually higher after water ser- 
vices and fire departments have been 
put in, than before, leading to a very 
reasonable protest from the insured, 
which can only be met by an admis- 
sion of error, and the unsatisfactory 
answer that ‘‘rates were too low be- 
fore.’’ 

The second anomaly is that the 
rating officer will also represent a 
company of his own, as the salary 
usually allowed is not sufficient to 
tempt any one to the position. I be- 
lieve, in most cases, this privilege is 
not abused, although it is certainly a 
severe test of integrity and it can 
readily be seen what a canvassing ad- 
vantage it would give any agent hold- 
ing the position. 

Again, the pressure of other busi- 
ness leads to hurried ratings and most 
unfortunate mistakes, which not only 
hold the board and its officers up to 
the ridicule of the public, but also 
serve to impair confidence in other 
ratings, which may be perfectly just 
and fair. 

Fire insurance rates are a tax on 
the community: the paying of fire 
losses out of the pockets of the many, 
through the medium of the insurance 
companies, and no system of taxation 
has yet been devised in which mis- 
takes and anomalies do not occur. 
Yet, as far as the fire insurance tax is 
concerned, in a business which is pre- 
sumed and stated to be scientifically 
conducted, the fewer the glaring mis- 
takes which the public are able to 
perceive, the better for the general 
standing of the boards and rating 
bureaus. 


There are cases which every insur- 
ance agent can recall, where inade- 
quate rates in the first instance have 
caused deep dissatisfaction and resent- 
ment. I remember one instance of a 
factory in an old brick building, 
crowded, and in a bad block—a risk 
worth about 5 per cent., and rated at 
less than half that figure. The as- 
sured moved to a new brick building, 
detached, built expressly for his fac- 
tory, with plenty of room, and on 
a lower water level, and was sur- 
prised and angry when he found his 
new rate considerably higher than his 
old one, simply because a modern fac- 
tory rating schedule was applied to 
his new risk. 

There was only one thing to tell 
him, viz: his rate was much too low 
before. Needless to say he was far 
from satisfied with the explanation, 
and is now carrying most of his risk 
himself. 

Again, one other anomaly. Every 
local agent knows of large mercantile 
or other establishments in his own 
district where—by reason of the pres- 
sure exerted by the firm itself, aided 
by the agents who are fearful of losing 
it, or of driving the assured to non- 
tariff companies—the rate is fixed 
lower than actually should be the 
case. Perhaps after a few years the 
firm decide on installing more fire pro- 
tection. They apply to the board to 
know what allowance they will re- 
ceive, and are astounded and indig- 
nant when the underwriters, on the 
principle of two wrongs making a 
right, refuse to reduce the rate. 

This, of course, is in violation of 
the insurance rule that every improve- 
ment should have its corresponding 
allowance, or as Mr. Griswold of the 
‘*Home’”’ Insurance Company well ex- 
presses it: 

The justifiable conclusion that all fire insur- 
ance is mutual in its character, and therefore 
any means that serves to reduce the fire hazard 
is of equal importance to both the insured and 
insurer. In other words, what is good for the 
insurer is also good for the insured, for the 


reason that any modification of the fire hazard 
tends to reduce the probability of loss and at the 
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same time warrants, and usually should secure 
consideration in reduction of rate to the benefit 
of both parties. 


Though in the case above cited the 
assured had the benefit of too low a 
rate in the past instance. 

The correct principle, I take it, for 
all boards to adopt is this: The secre- 
tary, first of all, should be paid, if 
possible, a salary sufficient to allow 
him to attend to the board work 
alone. Secondly he should be a 
trained expert in insurance engineer- 
ing. He should take the full ‘‘Armour 
Institute Fire Insurance Course.’’ If 
necessary, let the companies bear the 
expense—it will pay them in the end. 
He should be an authority on electric 
work of all kinds, on architecture, 
and fire resistive construction, on fire 


engines, hose, sprinkler systems, and 
all the latest fire prevention devices 
and retardents. 

He should be an authority on 
private and public fire departments, 
on water mains, and electrolysis, on 
pressures and hydraulics generally, 
and also on uniform systems of classi- 
fication, which, if possible, the com- 
panies in the board should adopt, so 
that he can show the results of the 
combined experience in premiums and 
losses on each class of business in his 
territory, and can give to each dis- 
satisfied insuree the reason, exact and 
plain, for the rate he has charged on 
his risk. 

Until such a system is adopted, the 
smaller local boards are apt to be re- 
garded by the public as only another 
form of unreasoning, money making 
combines. 








NATIONAL SUPERVISION AND 


FIRE INSURANCE INTERESTS. 








That fire insurance company offi- 
cials, although not warm upon pro- 
posed national supervision, are at 
least interested in a careful study of 
the question, is evinced by the fact 
that at the dinner of the National 
Board of Fire Underwriters in New 
York during May, two powerful ad- 
vocates of national supervision— 
James M. Beck, counsel of the Mutual 
Life, and Ralph W. Breckenridge, 
chairman of the committee of the 
American Bar Association having 
special oversight of this question— 
—were present as invited guests and 
delivered extended addresses setting 
forth their views. 

What these men said in referring to 
this question is, of course, not known 
except to those who were present. 
The views, however, of Mr. Beck 
have already been published in this 
magazine, and those of Mr. Brecken- 
ridge are contained in this number. 
We may conclude that their argument 
to the underwriters, in substance, was 
the same. We are informed that Mr. 


George P. Sheldon, speaking on be- 
half of the committee on legislation of 
the National Board also engaged the 


attention of the assembled company 
officials, in a skillful setting forth of 
the general feeling of company man- 
agers in relation to the whole proposi- 
tion,which is that they would wel- 
come national supervision if it af- 
forded the promise of practical re- 
lief from the burdens and exactions 
of state supervision, including ad- 
verse legislation relating to rate mak- 
ing. 

Upon this last point in particular 
fire insurance men feel that there is 
reason to doubt the wisdom of advo- 
cating national supervision, for they 
point to what they consider the pres- 
ent governmental tendency at Wash- 
ington in relation to the matter of 
rate making for railroads, particularly 
what appears to be the view held by 
President Roosevelt himself. They 
contend that if the opinion and pur- 
pose ascribed to President Roosevelt 
in relation to the control and direction 
of rate making for railroads is an in- 
dication of governmental attitude, the 
assumption of control over fire insur- 
ance transactions by the national gov- 
ernment would lead to a similar at- 
tempt at control over rate making—a 
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control to which the company officials 
are naturally opposer. 

In opposition to this fear, this jour- 
nal has heretofore set forth the view 
that President Roosevelt did not favor 
rate making for railroads, but ad- 
vocated only legislation to prevent re- 
bating and discriminating charges, this 
view being based upon Mr. Roosevelt’s 
own utterancesin relation to the matter 

Since then, and following his recent 
western trip, Mr. Roosevelt has made 
some public statements relative to the 
matter which have been accepted by 
some as representing an advance or 
change in his former views, and by 
others as confirming their former 
view that the President was in favor 
of rate making for railroads,and there- 
fore, by inference, would be in favor 
of rate making for fire insurance. 

This thought is admirably set forth 
in the following extract from the New 
York ‘‘Sun”’: 


“Mr. Roosevelt in September and in May.” 


The most remarkable fact about President 
Roosevelt’s utterances on railway rate regulation 
since he emerged from the wilderness seems to 
have been overlooked. 

In the President’s message to Congress last 
December he said: 


‘*T am of the opinion that at present it 
would be undesirable, if it were not im- 
practicable, finally to clothe the commis- 
sion [the Interstate Commerce Commis- 
sion] with general authority to fix rail- 
road rates.” 


Six months 
speech: 


‘“*T have spoken of the policy of ex- 
tending the powers of the Interstate 
Commerce Commission and of giving 
them particularly the power to fix rates 
and to have the rates that they fix go 
into effect practically at once. As I say, 
that represents in my mind part of what 
should he the general policy of this 
country.” ; 


These two passages are not exhibited together 
in this place in order to establish a case of in- 
consistency. There is not necessarily any in- 
consistency between them, when they are care- 
fully and candidly considered. 

In the first place, Mr. Roosevelt in De¢ember 
last qualified with the phrase *‘ at present” his 
declaration that he regarded as undesirable if 
not impracticable a final grant of power to the 
commission to fix rates. 

In the second place, he might have held that 
opinion in December and yet have reached in 
May, by a process of progressive thought on the 
subject, the conclusion that such a grant of 
power is desirable and practicable and required 
by public interests to be the general policy of 
the country. 

Nevertheless, the two declarations in juxtapo- 
sition afford interesting reading. 


later he says, in his Denver 





While the quotation from the Presi- 


dent’s latest public addresses might 
seem to represent a change or advance 
in his views, yet we are dealing with 
words and phrases and not necessarily 
with the actual idea in the President’s 
mind. 

Whatever our view of the Presi- 
dent’s opinions, as seemingly ex- 
pressed in his words, or whether we 
may regard them as consistent or not, 
the probability is that when Mr. 
Roosevelt refers to ‘‘fixing rates,’’ he 
does not mean that the interstate com- 
merce commission shall fix all rates 
for the railroads. And when we say, 
that in our opinion, he means that 
where discrimination is charged and 
proved the government shall fix a rate 
which it considers fair, to go into im- 
mediate effect, subject to the review 
and possible repeal by proper courts— 
we believe there is no inconsistency 
in the President's utterance of last 
December as quoted in the ‘‘Sun’”’ or 
that made six months later at Denver. 

In other words we believe that the 
President’s development of thought, if 
such has occurred, is due to his desire 
to adequately cover the matter of dis- 
crimination, and not to engage in a 
general policy of rate fixing upon the 
vast body of tariffs made by the rail- 
roads. If we recognize that the gov- 
ernment, as a matter of public policy, 
has a right to prevent rebating and 
discrimination, as we must, whether 
it relate to railroads, insurance or any- 
thing else which concerns the body of 
the people—then we must also recog- 
nize and approve any legislation neces- 
sary to render that policy effective. If 
rate fixing is necessary in the case of 
proved discrimination, then we must 
accept that degree of rate fixing as 
general governmental policy. ‘This 
we believe to be the thought in Presi- 
dent Roosevelt’s mind. 

‘*Equality of Opportunity’’ is one of 
the great thought forces moving in this 
country today. It touches and concerns 
all men and all branches of business. 
Insurance men as much as others 
have helped to encourage the idea 
that legislation should be drafted so 
as to effect this equality of opportunity 
in competition, and when they further 
encourage state legislation which will 
enforce this idea and give the state or 
national government, as the case may 
be, an opportunity to touch the fire 
insurance question on the side of rate 
discrimination, we shall probably see a 
change in the present tendency tow- 
ards restrictive legislation, as well as 
a general improvement in the busi- 
ness which will react to the benefit of 
scientific underwriting. 
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IN WHICH THE PUBLISHER RELIEVES HIS MIND OF A FEW THINGS. 





THE SEVENTH YEAR. 


With this number the Journal of Insurance 
Economics begins the seventh year of publica- 
tion, soundly intrenched in public confidence 
and secure in its editorial independence. The 
building of this structure has not been an easy 
task. By slow process of education the insur- 
ance fraternity has accepted our standard of in- 
surance jourpalism and now supports our plat- 
form. 

During these six yeara the Journal in the 
advertising and subscription department, has 
been built up without personal solicitation. Its 
patronage is due to the confidence reposed in 
the purposes and aims of its publisher. 

We believe, therefore, that with this record, 
the publisher of the Journal is justified in enter- 
ing the field of competition in the solicitation of 
subscriptions and advertising—especially as an 
opportunity presents itself to associate with this 
office a man of character and intellectual attain- 
ments, who will properly and creditably repre- 
sent our interests—one, who, like the publisher, 
believes that there isa fleld for higher journal- 
ism and who {s willing to enter the lists for the 
defense and promotion of the principles for 
which this publication stands. 


SHALL ALL ADVERTISING BE ACCEPTED 


The publisher of the Journal of Insurance 
Economics has certain ideas about the ways and 
methods of doing business. He will not claim 
that they are better than others, but he is sure 
that they are better for him. Among other 
things the publisher believes it is better for him 
not to solicit the advertisements of companies 
whose general system of insurance, as practiced, 
cannot be approved in the editorial columns, and 
if such advertising 1s offered he believes it is his 
duty to respectfully decline it. 

Much has been said of late about the receipt of 
money by educational and religious institutions 
from certain ‘‘doubtful” sources. The pub- 
lisher of this magazine sympathises with those 
who contend that discrimination should be ex- 
ercised and that these institutions should not 
knowingly and deliberately enter into pecuniary 
relations with those whose business methods 
and conduct of life they should be absolutely free 
to criticise. There is no definite rule or line of 
action which can be laid down for cases of this 
description. Each man and each organization 
must decide in each case whether these financial 
relations shall be entered into or not. 

The Journal of Insurance Economics has for 
some time, as is well known, entertained the 
opinion that the so-called preliminary term val- 
uation was unsound in theory and practice; that 
it violated essential and fundamental principles 
of insurance, and should be condemned and op- 
posed by allinterested in the progress and success 
of sound life underwriting. To advertise so-called 


preliminary term companies would therefore, as 
it seems to the publisher, be wrong for him and 
unfair to the advertiser. It was with this 
thought in mind that the following letter was 
written in reply to an order for advertising 
space voluntarily sent in by a preliminary term 
company: 
** Boston, March 1, 1905. 

** We have your letter of Feb. 20 stat- 
ing that it is your intention to send us in 
March copy for the advertisement of your 
company to be inserted in the ‘ Journal 
of Insurance Economics.’ 

“We do not wish to appear discourte- 
ous in declining to accept this advertis- 
ing, but feel obliged to do so in view of 
our belief that a company pursuing your 
method of reserve valuation—namely, 
taking the customary first year’s reserve 
for expenses—greatly depreciates its fi- 
nancial strength and invites possible 
failure in the future. 

** We feel that financial strength is so 
essential where life insurance contracts 
are involved, and that such strength de- 
pends so much upon the accumulation 
of the reserve from the inception of the 
contract, that we believe we would do 
the readers of this magazine an injustice 
by appearing to lend your company en- 
dorsement through our advertising col- 
umns, even though, in ordinary busi- 
ness ethics, we might not be held di- 
rectly responsible. 

‘“‘ The position taken by this magazine 
relative to advertising has secured for us 
a place in the confidence of insurance 
readers which we feel would be im- 
paired by the acceptance of advertising 
from a company whose methods and 
practices we could not justify in our 
editorial columns.” 


PAID READING MATTER. 


Another thing to which the Journal has a 
rooted objection is the publication of editorial or 
reading matter of any description for which 
compensation has been received. 

The advertising columns of this publication 
are open at all times for legitimate advertising 
purposes at regular advertising rates. We know 
that leading insurance journals do accept matter 
for publication in their reading columns for 
which they receive pay. In fact, we have 
recent evidence that the Journal of Insurance 
Economics is the only publication which under 
any and all circumstances does not accept this 
kind of matter. 

Again we do not claim that in taking this at- 
titude we are better than others, but we do 
claim that it is better for us and for our readers. 
We have tried always during the past six years 
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to be frank, honest and candid with the sub- 
scribers of this magazine. We have sought to 
make them feel that this publication is to be 
trusted at all times for an impartial expression 
of opinion, and we know from actual experi- 
ence that our readers have grown up into a firm 
belief in the sincerity of our motives and in our 
determination to place truth before profit at all 
times. 

While there may have been what looked to 
others like errors of judgment, yet we believe 
through it all that the readers of this magazine 
have retained faith in the honesty of our intention. 

The publisher of the Journal values that rep- 
utation and he will seek always to preserve it. 
Perhaps the Journal could do better than it does 
financially. Weare often urged to get out and 
** do business.” But we prefer to move forward 
on the slower—but, as we look at it, more 
permanent—pathway to success. 

We expect to do more business this year than 
last and a little more each year as our circle of 
influence widens; but there will be no forcing, 
for that too often results in a sense of ‘obligation 
which clouds the judgment. 

Whatever we gain will come through the ex- 
cellence of this publication as it appeals to the 
readers of insurance literature who demand the 
truest and the best, and to those advertisers who 
recognize that the maintenance of such a publi- 
cation as an advertising medium is worth their 
attention and patronage. 


CONTRIBUTION TO PROGRESS. 


There is one thing more which the publisher 
would like to say and then he is done for another 
year. He is satisfied that the platform laid 
down by the Journal at the start, and persist- 
ently adhered to through six years of varying 
fortunes, has played no small part in the im- 
provement of insurance conditions as well as of 
insurance journalism itself. The work of the 
Journal bas made it easier for publications of 
merit to engage the attention of insurance in- 
terests; it has made it harder for mediocre 
papers to secure a footing. 

There is today actual discrimination on the 
part of insurance readers and advertisers in the 
selection of periodicals which they patronize. 
This idea of discrimination is steadily growing. 
Towards its growth we have made our countri- 
bution. This has brought opposition and en- 
mity openly and covertly manifested. Witha 
constancy born of self-interest our enemies have 
watched for the slightest slip, the smallest flaw 
in our armor. 

We bear them no grudge. Whatever they 
have done has always helped and not injured 
our prospects for real success. Whether they 
attack our platform or our good name, they 
will find us always an eager and ready defender. 


COST OF UNITED ADJUSTMENTS. 


Last month in an article entitled ‘“‘ Successful 
Operation of Co-operative Adjustments” we 


. Georgia local agents is of interest. 


pointed out that the adjustment committee of 
the New York, Board of Fire Underwriters dur- 
ing 1904 adjusted losses at a cost percentage of 
1.99 of the amount of adjusted loss. At the 
same time we spoke of the success of the West- 
ern Adjustment and Inspection Company, but 
said that no statistics were at hand allowing a 
basis of comparison with the New York pro- 
ject. Since then the manager of the latter has 
furnished us with statistics showing the follow- 
ing ratios of cost to each $1,000 of adjusted loss: 


Four years ending Dec. 31,1888.. 1.66 per cent. 
Four years ending Dec. 31, 1892.. 1.71 per cent. 
Four years ending Dec. 31, 1896.. 1.69 per cent. 
Four years ending Dec. 31,1900... 1.22 per cent. 
Four years ending Dec. 31, 1904.. 1.13 per cent. 





SOUTHERN INSURANCE DIRECTORY. 


We liave received a copy of the Southern In- 
surance Directory for 1905, published by the 
Vindicator Publishing Co., New Orleans, La. 
Contains a list of all agents in southern states, 
together with data relating to each town and 
city in the territory covered. An invaluable 
publication for companies doing business in that 
section. Price $5.00 per copy. 





DEFERRED DIVIDENDS : 
IS IT GAMBLING OR IS IT INSURANCE? 


This question will be discussed in the June 
number of the Journal of Insurance Economics 
by F. S. Elwell and Samuel Davis, both of Bos- 
ton, Mr. Elwell taking the position that the 
practice of deferred dividends is gambling, 
while Mr. Davis will analyze and reply to Mr. 
Elwell’s contentions. 

We can promise our readers that both articles 
will be interesting. They are published in ac- 
cordance with the purpose on our part to give 
our readers all sides of all questions. The 
editor himself may have something to say upon 
the question, which is one of particular interest 
at this time. Public attention is focused upon 
the matter. 


MOVEMENT FOR CONTINGENT COMMISSIONS. 


As an indication of a drift of agency opinion 
towards contingent commissions the action of 
At the an- 
nual meeting of the state association a special 
committee was appointed to confer with the 
Southeast Tariff Association, and urge that or- 
ganization to substitute for the flat 15 per cent. 
commission, a contingent commission in ad- 
dition. 

This committee attended the annual meeting 
of the Southeastern Tariff Association May 24 
and 25, when a special committee was sp- 
pointed to confer with them. This committee 
reported back to the association that while in 
full sympathy with the interests of agents as 
represented in this request, the association did 
not feel itself in a position to deal with the 
question of contingent commissions at this time. 
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HENDRICKS’ REMARKABLE WHITEWASH OF UNITED STATES LIFE. 





Examination Discloses Impairment and Inefficiency of Management—Soothing Statement 
for Policyholders Issued by the New York Department. 





The New York Insurance depart- 
ment has finished an examination of 
the United States Life Insurance Com- 
pany conducted by Examiner Isaaac 
Vanderpoel, in which the following re- 
sults are shown: 


ASSETS. 
As reported by Allowed by 
Company Examiner 
Dec. 31, 1904. Same Date. Difference. 
$9,008,741 $8,825,294 $183,447 


LIABILITIES—Including Capital. 


$8,852,776 $8,895,552 $42,776 
SURPLUS. 
$155,965 — $70,257 $226,222 


The impairment of $70,000 shown 
has since been made up by the sale of 
bonds of the ‘‘Virginia Passenger & 
Power Company,’’ ($100,000 par value) 
for $85,000, Mr. Vanderpoel having al- 
lowed a valuation of these bonds of 
$10,000. The difference, $75,000, covers 
the impairment. The Virginia company 
is in the hands of a receiver and is in 
default of interest. Who bought the 
bonds for $85,000 is not made clear, 
the only evidence of the sale furnished 
by the company being a deposit credit 
in the Chemical National Bank of New 
York of $85,000. (See note.) 

In his examination Mr. Vanderpoel 
decreased the value of the company’s 
real estate from $870,250 to $768,500. 
He also recommended that the loans 
on bond and mortgages be reduced in 
twenty-two instances by $77,262. The 
examiner increased liabilities on ac- 
count of reserve from $8,268,656 to 
$8,287,181, and also increased the lia- 
bility, on account of claims resisted 

Notge.—Curiously enough, says the Journal of 
Commerce, some of the Virginia Passenger & 
Power Company of Richmond’s first consolidated 
mortgage 50-year gold bonds, due in 1952, were 
sold at auction last week just aftir the State In- 
surance Department’s report on the United States 
Life had been issued, in which they were given a 
value of $100 per $1,000 bond. There have been no 
public sales of these bonds until the auction last 


week, at which $2,000 brought $190 and $1,000 
brought #8. 


by the company, from $8,000 to $32,- 
250. 

Upon the general policies of the 
company Mr. Vanderpoel makes the 
following comment: 

I am of the opinion that the company has 
gone too far beyond the average loading on its 
net premiums for expense of management. I 
do not think the extent to which it has done so 
is justified, having in mind the amount of its 
present surplus as regards policyholders, being 
balance of impaired capital stock. Should the 
present ratio of expense continue indefinitely 
this surplus must necessarily be gradually re- 
duced in view of the rather meagre results 
obtained in the past in the procuring of new 
business, which when procured is lacking in the 
element of fairly normal persistency. There is 
no gain from actual mortality over table assump- 
tion which in any measure might negative ex- 
penses over average loading. On the contrary, 
there is shown at present an excess of mortality 
over tabular assumption. 

Mr. Vanderpoel’s examination and 
report shows—what has become clear 
to those who have studied this com- 
pany’s record and progress—that ex- 
cessive expenses and the payment of 
dividends in excess of actual earnings, 
is undermining its financial strength 
and security and leading the company 
steadily towards insolvency. 

Notwithstanding these facts, Super- 
intendent Hendricks, in an explan- 
atory report upon Mr. Vanderpoel's 
findings, has this to say: 

Thus, the impairment of the capital stock has 
been made good. This act....taken into con- 
sideration with the fact that it has unreservedly 
complied with all suggestions and requirements 
of the department, indicates a conservative 
management and one which should have depart- 
mental approval.... 

Since the examination the management has 
made such changes and economies both in its 
methods of obtaining business and in its home 
office, that the department is satisfied that the 
company is now in an absolutely sound business 
condition ; that it will be conducted along safe, 
economical and conservative lines, and believes 
that it merits the continued confidence and sup- 
port of the public. 

Thus does a complacent and pliable 
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insurance supervisor gloss over the 
facts with the apparent intention of 
giving the policyholders of the com- 
pany a sense of security which they 
could not feel if the actual facts, as 
disclosed by Mr. Vanderpoel’s report, 
were properly analyzed. Further- 
more, as it seems to us, it gives the 
company officials what amounts to 
permission to continue the inefficiency 
of their management. 

Turning back tothe February, 1905, 
number of the Journal we find in an 
article discussing the ‘‘Value of State 
Insurance Supervision”’ the following 
paragraph: 

The New York department employs examiners 
fully competent to ascertain actual facts. The 
fault lies not with those who “probe,” but with 
those who, holding the anthority, suppress and 
disregard the actual results as they are shown. 
The distrust which the New York department 
has engendered as the result of its quiescent 
attitude will not help life insurance, but on the 
contrary will injure it because the greatest com- 
panies in the country are supervised by that de- 
partment. 

The examination of the United 
States Life and the treatment accorded 
it by Superintendent Hendricks, is a 
practical and pertinent illustration of 
the truth of this statement. It does 


not make the United States Life 
stronger and better for the insurance 
superintendent of the New York de- 
partment to excuse and palliate its 
shortcomings, and surely it does not 
help life insurance as a whole. 

It is no time for soft words. Life 
insurance is going through the test 
fire of public opinion. There is need of 
strong men and strong measures. It 
is evident that the United States Life 
has not been and is not today com- 
petently managed. There are prob- 
ably men in the agency department of 
that company who could put life and 
vigor and skill into its management, 
but they are not brought to the front 
under the enervating system of stock 
control which governs in this and 
other New York companies. 

The United States Life cannot be 
saved by covering up. Its manage- 
ment needs the injection of new blood, 
the employment of men who can fear- 
lessly face the situation and by in- 
telligent honesty put this company on 
its feet. Unless this is done we feel 
very sure that it will continue upon 
the down grade over which it has 
been traveling. 
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1904 104,357 —85,966 18,391 141,749 —123,358 145,545 22,187 *596,755 | 7.07 
1903 104,950 21,129 126,079 106,431 19,648 — 29,092 —9,444 | 574,568 | 6.99 
1902 87.852 | —40,065 47,787 77,175 —29,388 19,701 —9,687 584,012 7.25 
1901 82,535 3,917 452 76,943 | 9. —32,343 —22,834 593,699 | 7.54 
1906 69,523 | —64,045 5,478 79,237 73,759 25,976 —47,783 616,538 | 7.95 
1899 77,062 | —104,695 —27,633 130,871 158,504 19,055 —139,449 664,316 9.02 
1898 68,403 33,610 102,013 101,357 | 656 95,643 96,299 803,765 11.31 
1897 58662 42,771 101,423 60,461 40,962 46,402 87.364 707,466 10.25 
1896 60, | =i 9951 —20,987 7,282 | —28,269 40,062 11,793 620,102 9.07 
1895 48,252 687 101,939 14,006 87,933 17,714 105,647 608,309 9.01 
762,550 —221 ,608 540,942 795,512 | —254,570 348,663 " ears 














* Surplus as shown Dec, 31, 1904, by company ’s own statement; since reduced to $444,742.85 (5.26 per cent. of liabili- 


ties) by examination of New York Insurance epartment. 
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VICE-PRESIDENT TARBELL AND 


HIS INSURANCE PRESS CRITICS. 





Second Vice-President Tarbell of 
the Equitable Life is charged with be- 
ing the instigator and prime mover in 
the present controversy in that com- 
pany. How true this is we cannot de- 
termine. It would be natural and 
proper to expect that Mr. Tarbell 
would have ambitions for official pre- 
ferment, likely to be interfered with 
by the retention of Mr. Hyde in con- 
trol as vice-president of the society. 
But nothing has yet transpired to in- 
dicate that Mr. Alexander is not the 
real head of the revolt against the 
Hyde control or that Mr. Tarbell is 
acting only as his lieutenant. 

Mr. Tarbell being on the firing line 
of competition is criticised more in 
insurance circles than either Mr. Hyde 
or Mr. Alexander, and several insur- 
ance papers, notorious for the com- 
placency with which they allow their 
editorial columns to be subsidized by 
special interests, are bitterly attack- 
ing Mr. Tarbell. We find no specific 
charges of mismanagement but we do 
find this charge—that he is trying to 
supplant Mr. Hyde and eventually suc- 
ceed Mr. Alexander to the presidency. 

This of itself is not, as it seems to 
us, a sufficient ground for criticism, 
and when we note the character of 
some of the attacks upon Mr. Tarbell 
we are reminded of the fact that the 
less there is to criticise the more bit- 


ter and venomous the invective. 

The impression has come to us from 
reading what has been said that Mr. 
Tarbell is not being fairly treated. 
All the comment of the insurance 
press seems to be upon one side. 
The past of his insurance career, as 
well as his life before he entered the 
business, has been reviewed and pres- 
ented from the partisan viewpoint of 
those who evidently desire to injure 
his reputation. It appears, however, 
that there is another side and that is 
presented in the Cortland (N. Y.) 
‘*Standard’’ which has the following 
to say: 

“The Equitable Contest.” 

The Standard has said nothing thus far con- 
cerning the contest which has been going on 
inside the Equitable Life Assurance society, 


though ene of the storm centers in it is an officer 
who in early manhood lived in Cortland county, 
and who still has many acquaintances and 
friends in this vicinity who know him and be- 
lieve in him. 

We have recently, however, received several 
telegrams from the city of New York containing 
inquiries about Mr. Tarbell, which have made us 
thoroughly indignant. These telegrams asked 
for information as to Mr. Tarbell’s doings at 
Marathon, his former home; as to his supposed 
manipulation of farmers with regard to patent 
fences and pumps; as to whether he was ever 
indicted: and requested, in case he was, that 
full copy of the indictment be sent. They re- 
quested also that we interview Waters & Tuttle 
relative to charge that Tarbell collected more 
costs from defendants in driven well cases than 
were legal or were turned in to them by him as 
attorney. 

Why the inquiries stopped here we don’t 
know, unless it was due to the character of the 
telegrams which were sent in reply. It would 
have been just as pertinent to have asked, and 
there would have been just as much foundation 
for asking, whether Tarbell had not been ar- 
rested for beating or refusing to support his 
wife: for robbing the Marathon henroosts: for 
getting drunk and disorderly; for playing poker 
or dealing faro or cracking the Marathon bank. 
And if any orall of these charges had been openly 
made, they would have been little, if any, worse, 
and little, if any, more lying, than many of the 
accusations against him with which certain met- 
ropolitan newspapers have recently been stuffed. 
Every one who was acquainted with Mr. 
Tarbell while a resident of the counties of 
Chenango and Cortland, where he lived until 
after he was twenty-eight years of age, knows 
that, as to good habits, good name and reputa- 
tion, he was above reproach. In this locality he 
needs no defenders. 

Any candid and fair minded man, contrasting 
simply the style of attack made use of against 
James Hazen Hyde and that directed against 
Gage E. Tarbell in this controversy, would 
naturally have his sympathies enlisted for Mr. 
Tarbell, and especially if he knew of the services 
rendered by Mr. Tarbell to the Equitable society 
as compared with the record of Mr. Hyde in 
this same particular. 

When Gage E. Tarbell, as a young man, lived 
in this county, he showed the same characteris- 
tics which have made him successful since. He 
was square, he had immense energy, an impres- 
sive personality, magnetism, force, enthusiasm 
and an infinite capacity for work and for de- 
tails. When he took hold of anything it moved. 
When he set out to do anything he did it. 

The only crime which Mr. Tarbell seems to 
have committed—and it is presumed that this 
constitutes acrime in young Mr. Hyde’s eyes—is 
that after Mr. Alexander had inaugurated this 
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movement, he, believing Mr. Alexander to be 
doing what was for the best interest of the pol- 
icyholders and agents, gave him his support. 

Possibly the ‘‘Standard’’ has a 
partisan interest in its defense of Mr. 
Tarbell, but the Journal of Insurance 
Economics would very much regret, 
when this controversy is settled, to 
have it said that no insurance paper 
was willing to give Mr. Tarbell a fair 
show, and that there were none who 
recognized his great ability and his 
remarkable record as an insurance 
man. / 

Mr. Tarbell is a man of great power 
and force, but he makes enemies 
easily and he does not draw to him- 
self many firm friends. Yet he has 
intense magnetic force, indeed he 
possesses qualities that are almost 
hypnotic. He has won his way to the 
front through his own standards of 
business sagacity and integrity, and 
there are those today in the business, 
even his competitors, who will testify 
as to his trustworthiness and to the 
value of his word once passed. 

Yet Mr. Tarbell is not widely loved. 
He is not popular in the insurance 
business. We find the opinion almost 
unanimous that it would be better if 
Mr. Tarbell were thrown out of the 
Equitable and out of the business, for 


it is inferred that his fall from the 
Equitable would mean his extinction 
as a life insurance man. 

We do not see how such a result 
could be. Mr. Tarbell is not a man 
easily suppressed. He has qualities 
which compel admiration and will 
contribute to his success wherever 
fate may place him. Out of the Equi- 
table with him would not necessarily 
mean out of the business; on the con- 
trary, we are of the opinion that he 
would be very much ‘“‘in’’ the busi- 
ness. 

If Mr. Tarbell is to be a purt of the 
life insurance business we should pre- 
fer to have him just where he is. 
Wherein he is wrong and wherein he 
endangers the business we believe he 
is subject tocontrol. He is sensitive 
to honest criticism and where he is 
wrong he will reform if properly ap- 
proached and reasoned with. 

But if Mr. Tarbell is fought unfairly, 
and we think he is being fought in 
that spirit, then he will certainly fight 
back, and the Journal of Insurance 
Economics will help him to a fair 
hearing. It was the ‘‘Weekly Under- 
writer,’’ we believe, which recently 
said: ‘‘The best way to create sym- 
pathy for any man is to overdo your 
censure of him in the press.”’ 








UNIFORM INCREASED RATES ON NON-PARTICIPATING POLICIES. 








It is gratifying to note the increase 
in rates on non-participating policies 
by a number of representative compa- 
nies. When the rates which are now 
superseded were first announced, a 
tendency was thereby noticeable very 
much in the wrong direction. About 
the last thing that the life business 
could bear up under would be a com- 
petition in lowering rates guaranteed 
in amount. The present increase ‘is 
not great in amount but it is enough 
to mark a reconsideration of the 
former movement, hence it is most 
welcome. 

But all the mutuals writing this 
class of business are not represented 
in the group which has made the ad- 
vance. The mutuals have much less 
excuse than the stock companies for 
naming a lower guaranteed rate on a 
given class of their policies. 

It is always within the power of 
mutual companies to compete with 


each other in a legitimate way on the 
cost matter, by returning sizable div- 
idends. This sort of competition in 
management results is always to be 
encouraged. It is the best argument 
for the mutual plan of organization. 

On the other hand, the competition 
of purely stock companies would most 
naturally be strongest with a guar- 
anteed rate as low as it could be made 
with safety. 

Then if the mutuals show careless 
or ineffective management because 
the large initial rate seems to permit 
this, the sharp contrast shown by the 
rate of a well managed stock company 
will afford the needed corrective. 

Sooner or later the relative merits 
of the two plans are apparent to the 
public, who are then in position to 
intelligently discriminate when pur- 
chasing. It would be rather disap- 
pointing to see a safe non-participating 
rate disappear altogether for this rea- 
son. The increase now made does 
much to secure its permanent reten- 
tion. 
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LIFE INSURANCE EXPENSES OF MANAGEMENT FOR THE YEAR 1904. 


Mr. Brown’s Statistics Show that Twenty-five Per Cent. of Gross Premiums is Consumed in 
Expenses — How this Outgo is Divided. 


In the last number we presented a 
table by Benjamin F. Brown showing 
the economic results of new business 
in the case of twenty-five American 
life insurance companies. This month 
we are able to present a similar table 
showing the gross expenses of man- 
agement on the entire business of the 
Same companies. We find that the 
gross premium receipts of these com- 
panies in 1904 was $331,441,507 and 
that the total expense cost was $83,- 
252,959, or 25.11 per cent. of the gross 
premiums. 

Of this total expense $52,782,324, or 
15.92 per cent. was spent for commis- 
sions and agency expenses; $20, 250,- 
898, or 6.11 per cent., for administra- 
tive and clerical expenses, while $10, - 
219,737, or 3.08 per cent., was spent 
for taxes, fees and real estate expenses. 

From the average expense rate of 
25.11 per cent. we find considerable 
variation in the case of individual 


Per CENT. TO Gross PPEMIUMS 


companies, ranging from 18.26 per 
cent. to 44.52 per cent. 

A closer examination of the differ- 
ent ratios discloses some interesting 
points, namely, that companies having 
a high ratio of commission and agency 
cost, when reduced to the final ratio 
of gross expenses, show up more 
favorably than other companies which 
have low commission and agency cost. 
For instance, the Connecticut Mutual, 
which has a commission and agency 
cost about half that of the Equitable 
Life, has an administrative percentage 
about equal and a tax and real estate 
expense nearly three times that of the 
Equitable Life. Thus in the final ratio 
the Connecticut Mutual shows a total 
expense cost of 26.47 against a simi- 
lar ratio of 25.04 for the Equitable 
Life. 

Illustrating this point still further 
we quote the following ratios of three 
big New York companies: 


Per Cent. to 
Each $1,000 





-— 
Commissions and Administration Taxes and Real Gross Expenses Insurance 


Agency Expenses. and Clerical. 


Equitable ...e0.. 15.87 6.42 
| 18.25 6.79 
New Nork..cee. 18.35 4.48 


Here we find that the company 
having the highest ratio of com- 
mission and agency expense, namely 
the New York Life, in the gross 
ratio shows the lowest percentage, 
the saving being upon administra- 
tion, taxes and real estate expenses. 
Upon the per cent. of cost to each one 
thousand in force the New York Lifo 
also has the better showing as com- 
pared with the other two competing 
companies. 

If the figures above quoted indicate 
anything they tend to show that the 
Equitable Life is more economically 
conducted in its agency department 


Estate Expenses. to Premiums. in Force. 
3.75 25.04 10.14 
2.96 28.00 10.68 
1.79 24.62 10.07 


than the other two companies, while in 
the administrative department the 
New York Life appears to be superior. 
in making comparisons it should be 
borne in mind that with the New York 
Life and the Equitable the policy of 
paying renewal commissions more 
largely prevails, while with the Mutual 
large first year commissions, without 
renewals, is now the rule. This would 
tend for a time to make the commis- 
sion and agency expenses of that com- 
pany high, whereas later on, with no 
renewal accounts, it might show up 
more favorably in a comparison of 
agency ratios. 








Gross FExnenses in 100A with Showing of Fconomic Results as Regards New Rusiness and Pronortional Gain Therefrom. 
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PRELIMINARY TERM INSURANCE AS IT IS UPHELD IN PITTSBURG. 


From the ‘Insurance World’’ of 
Pittsburg we take the following com- 
ment on the Journal’s article last 
month relating to preliminary term 
companies: 

The “ Journal of Insurance Economics” still 
waxes wroth on the preliminary term question. 
Misrepresentation is the principal feature of an 
article upon this subject; appearing in the April 
issue. Some thirty-five companies are enumer- 
ated as institutions which make no reserve 
accumulations the first year. Such is not the 
case. Reserves are set aside, but not the full 
amount as required for the second and subse- 
quent years. The article has an implied mis- 
representation in not pointing out that many of 
the companies only apply even this feature to 
the ordinary life portion of the premium. The 
Pittsburgh Life and Trust Company of this 
city—one of the companies mentioned—has cash 
loan values in its policies at the end of the first 
year. This provision, not made by very many 
companies that do put up the reserve the first 
year, would be decidedly dangerous to the 
future stability of the company if no reserve 
were maintained for the first year. The truth 
of the matter is that the company sets aside a 
large portion of the limited payment and en- 
dowment premiums for the initial year as re- 
serve. The same may be said of many of the 
other companies mentioned. With them the 
preliminary term plan was not adopted with 
the purpose of having funds for lavish manage- 
ment, but in order to make each contract as far 
as possible stand its own expense of being 
placed on the books. There is no reason why 
such a plan should impair confidence in the 
company. 

The following statement is a bugaboo that will 
not scare many: 

“The preliminary term companies are annu- 
ally diverting millions of dollars from reserve 
funds to expenses inviting, we believe, future 
scandal which will equal if not exceed that 
attending the failure of assessment corpora- 
tions.” 

Insurance World is unqualifiedly opposed to 
the two year preliminary term ideain use by 
one company; to the use of an endowment pre- 
mium as though it were an ordinary life, but 
that the expense element of the representative 
preliminary term companies is greater than in 
other companies is not borne out by the facts. 
A selection of a few companies may seem to 
contradict this statement, but in general it will 
hold good. Arevision of the system of com- 
pensation would do away with the necessity of 
adopting the one-year term method. It would 
place the cost of securing the business over a 
period of years, where it belongs. Those who 


criticize the plan are short on suggesting a rem- 


edy, except that there is no need of more life 
insurance companies. 

Our contemporary says that it is 
opposed to the two-year preliminary 
term idea but not the one-year, thus 
giving the impression that it is mak- 
ing a special plea on behalf of the 
Pittsburg Life & Trust. It would be 
very natural for the ‘‘Insurance 
World,’’ as a business proposition, to 
desire the establishment of new com- 
panies in Pittsburg, and close proxim- 
ity might, as we conceive, blind it to 
the wider effects of preliminary term 
valuation. 

If the ‘‘Insurance World’’ is ‘‘un- 
qualifiedly opposed’’ to preliminary 
term valuation for two years, but not 
one year this, as it seems to us, is 
but another way of saying that it ap- 
proves the confiscation of some of 
the reserve trust funds but not too 
much, a fatal contention for sound 
and honest business principles in life 
insurance; a view point which can 
only be dictated by expediency. 

The Journal of Insurance Economics 
takes its stand upon broad principles 
which it feels are secure and enduring. 
If expediency compels the ‘‘Insurance 
World”’ to approve one-year term 
valuation today, may not expediency 
compel it later on to approve two-year 
preliminary term valuation. 

The Journal does not propose to be 
led astray by sophistry upon this im- 
portant question. If there is a proper 
public demand for new life insurance 
companies, these companies can be 
successfully launched and established 
without the preliminary term valua- 
tion. Time will tell whether the state- 
ment designated by the ‘‘World”’ as a 
‘‘bugaboo”’’ proves to be such, or a 
truthful indication of the trend of 
events. 

The remedy for excessive expendi- 
ture in life insurance is not the con- 
fiscation of the first year’s reserve, 
which encourages more expenditure. 
Preliminary term valuation has not 
checked, but has increased the evils 
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of competition, and has besides en- 
couraged the launching of companies 
built upon foundations which must 
eventually crumble. 

The companies named in the last 
number of the Journal stand in a class 
by themselves. They are not ‘“‘legal 
reserve’’ companies, they are not en- 
titled to the confidence reposed in 
legal reserve companies. Having 
elected to do business on the pre- 
liminary term plan, they should sail 


under their own colors and not mask 
their true purpose under the flag of a 
financially sound system. 

The failures which have occurred 
and will occur among preliminary 
term companies, will injure sound 
life insurance unless this classification 
and separation is made clear and dis- 
tinct, and to this the ‘‘Insurance 
World”’ should at least agree, even 
though it may defend preliminary 
term insurance for one year. 





SALARIES PAID BY THE NEW 


YORK LIFE TO ITS OFFICIALS. 








Company Meets Public Demand for Information—President McCall Paid $100,000. 








In its acts of public policy the New 
York Life almost invariably takes the 
broad and comprehensive view. In- 
deed this capacity for grasping the 
particular needs of the hour has been 
characteristic of President McCall 
ever since his elevation to the presi- 
dency thirteen years ago. 

Public curiosity has been excited of 
late relative to the compensation and 
emoluments of life insurance officials. 
Recognizing this curiosity and con- 
ceiving no reason why the public 
should not know what the officers of 
a great company are paid, a bulletin 
has been issued to the agency force 
and policyholders of the New York 
Life which embraces this informa- 


tion. From this bulletin we learn 
that the official salaries are as follows: 
President John A. McCall. ..ee+ ee es $100,000 
Vice-President George W. Perkins... 25,000 
Vice-President Darwin P. Kingsley.. 35,000 
Vice-President Thomas A. Buckner.. 49,000 
2d Vice-President Rufus W. Weeks... 18,000 
2d Vice-President William E.Ingersoll 21,000 
2d Vice-President Edward R. Perkins. 30,000 
Treasurer Edmund B. Randolph..... 30,000 
Secretary John C. McCall...see-seee 14,000 
Secretary Seymour M. Ballard....... 10,000 


Total ..ccces COC OCR COREE FETE HHO EES $323,000 


The sum of these salaries is equal 
to three-tenths of one per cent. of the 
company’s annual income—three mills 
on the dollar. It is declared that this 
represents the entire compensation 
received by these officers because of 


their services for the company or 
their connection therewith. With the 
exception of Vice-President George 
W. Perkins, all these officers devote 
their entire time to the interests of 
the New York Life. When Mr. Per- 
kins was employed exclusively by the 
company his salary was $75,000 a 
year. When he became associated 
with the firm of J. P. Morgan & Co. 
he was retained at $25,000 per year 
for a portion of his time as vice-presi- 
dent and chairman of the finance com- 
mittee, his duties being to counsel in 
the general executive work and to 
supervise the investment of the com- 
pany's assets. Asa member of J. P. 
Morgan & Co. Mr. Perkins receives no 
compensation, directly or indirectly, 
on account of securities sold to or by 
the New York Life, and the company 
does not maintain a bank account 
with that firm as it did prior to Mr. 
Perkins’ connection therewith. 

Do the officers of the New York Life 
earn the salary paid them? It depends 
somewhat upon the point of view. 
From the standpoint of an insurance 
editor earning a relatively small per- 
centage of the sums named, these 
salaries might seem large. So far as 
the editor of the Journal is concerned 
he recognizes that the officers of the 
New York Life are large men in every 
respect, and he does not begrudge 
them one cent of the salary which 
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they are paid. He feels very sure 
that if, by a revolution of circum- 
stance, he were called upon to te the 
chief executive of a great life insur- 
ance company (the one man held re- 
sponsible for the successful guidance 
of an institution like the New York 
Life) the $100,000 a year would not be 
considered too much pay for this 
nerve-racking and age-inducing job. 

One hundred thousand dollars rep- 
resents the earning power of $2,000,- 
000 cash. We believe that Mr. McCall 
is worth more per annum to the New 
York Life than the $2,000,000 in cash. 
We have no doubt that the kind of 
service which he has been able to ren- 
der the company, due to his remark- 
able experience and his mental ability, 
has earned for it many times over the 
sum which he is annualy paid in sal- 
ary. 

There are, no doubt, men who serve 
the world just as efficiently as Mr. 
McCall who do not receive $100,000 a 
year for their services. We can think 
of one, a typical American, Charles W. 
Eliot, president of Harvard Univer- 
sity, who receives $10,000 a year. But 
to different men are assigned different 
functions in life, and the pay is deter- 
mined by the nature of the business 
or the profession within which they 
are engaged. 

To the financial man, to the organ- 
izer of great industries, the scale of 
compensation is large. To the pro- 
fessional man it is, as arule, relatively 
small. It is a question of adaptability 
and temperament. To a man, who like 
President Eliot, engages in educational 
work there are compensations which 
make up for the reduced pay. To the 
president of a great life insurance 
company these particular compensa- 
tions do not come. 

As a contributor to the world’s 
progress Mr. Eliot is at least equal to 
Mr. McCall, and if the latter receives 
ten times more pay than the former, 
there are especial commercial laws 
controlling which explain the differ- 
ence. Mr. McCall cannot be any hap- 


pier on $100,000 than President Eliot 


with $10,000, but for the things which 
money will buy and which it will do 
Mr. McCall has the advantage. 

So far as insurance is concerned, 
Mr. McCall.is one of the three highest 
paid officials in the business. We 
know of one insurance president whose 
compensation is $15,000 a year, who, in 
mental capacity and knowledge— 
though perhaps not in years of ex- 
perience—is equal to Mr. McCall. 
But the plant which he supervises is, 
in dollars and cents, very much smaller 
than that supervised by Mr. McCall, 
and we very much doubt if our $15,- 
000 dollar president would exchange 
his responsibilities for President Mc- 
Call’s at $100,000 per annum. 

If President McCall demands the top 
market price for his services the 
policyholders of the company may 
well pay it, for they cannot, we feel 
sure, obtain the same quality of super- 
vising skill for a less amount of 
money. 


GOVERNMENT LIFE INSURANCE. 


The Wisconsin Senate has decided to appoint 
a special committee of three senators to investi- 
gate the question of state life insurance, and to 
report at the next session of the legislature. 
The appointment of this committee for this 
purpose is an excellent idea. Their investiga- 
tion should be complete, and every facility ex- 
tended to them by all insurance interests. The 
possible competition of state life insurance plans 
will, no doubt, have a healthy effect in tending 
to check the high cost incident to the competi- 
tive system. It now remains for the companies 
to show, as we believe they can, that in private 
hands sound insurance at less expense can be 
furnished to purchasers than it can by the state. 





PROXY VOTING IN NEW YORK. 


The New York state law regarding proxies in 
mutual companies is as follows: ‘ Every proxy 
must be executed in writing by the member him- 
self, or by his duly authorized attorney. No 
proxy hereafter made shall be valid after the 
expiration of eleven months from the date of 
its execution, unless the member executing it 
shall have specified therein the length of time it 
is to continue in force, which shall be for some 
limited period. Every proxy shall be revocable 
at the pleasure of the person executing it; but 
a corporation having no capital stock may 
prescribe in its by-laws the persons who may 
act as proxies for members and the length of 
time for which proxies may be executed. ” 
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TWO RECENT SEARCHING COMPANY EXAMINATIONS. 





Increased Surplus Awarded Both the Northwestern and Penn Mutual—Some Comments 
Relating to Deferred Dividends. 





For all interested in the institution 
of life insurance, company examin- 
ations have, at the present time, an 
unusual attraction. Ordinarily those 
actively engaged in the business have 
a fairly good idea as to how the va- 
rious companies are prospering, and 
what individual peculiarities tend to 
produce in results. 

At the close of the year 1904 prepara- 
tions were made for conducting ex- 
aminations of the Northwestern Mu- 
tual Life of Milwaukee and the Penn 
Mutual of Philadelphia. The work 
has been completed and the reports of 
the examiners afford a refreshing 
contrast to the undue amount of un- 
pleasant disclosures beginning with 
the Washington Life overturn. 

While everyone was prepared to 
hear of the splendid condition of the 
Northwestern, it is nevertheless 
gratifying to obtain an official state- 
ment to this effect as a result of a 
long and searching inquiry into the 
conduct of its business. 


Condition of the Northwestern Life. 


The report shows that the assets 
are conservatively valued, and on the 
item of real estate, the appraised value 
allowed by the examiners is $584,732 
more than the company claims in its 
annual statement. Credit is also al- 
lowed for some items of interest which 
the company had not credited itself 
with, the result being that the com- 
pany’s surplus is $600,000 richer than 
claimed on its books. 

The examiners praise the skillful 
conduct of the abstract department; 
attention is called to the fact that the 
Northwestern has no money invested 
in the stock of any corporation, and is 
therefore not interested in the success 
or failure of any subsidiary or auxil- 
iary institutions. 

Commissioner Host’s position on de- 
ferred dividends is well known and it 


was to be expected that he would 
make some reference to the North- 
western’s large semi-tontine fund, 
which now amounts to $25,780,689. 
He says: 

The company is a mutual organization in the 
strictest and best sense. It issues annual and 
semi-tontine policies. All policyholders of the 
same class whether they hold annual dividend 
contracts or semi-tontine contracts, receive the 
same dividend eaeh year, i. e., two policyholders 
aged 35, holding 20 payment life policies, one 
upon the annual dividend basis and the other 
upon the deferred dividend basis, will receive 
each year the same dividend apportionment. In 
the latter case, the unpaid dividends are ac- 
cumulated and constitute the tontine fund. 

The company permits the policy- 
holder to choose the manner in which 
he will receive his dividends, and does 
not require him to make this election 
until he has had his policy two years 
and has had an opportunity to learn 
his own mind in the matter. 

Mr. Host finds great satisfaction in 
the disposition of insurers to choose 
the annual dividend plan. He says: 

“In 1903, of all the policyholders 
entitled to a first dividend, only 768 
took the semi-tontine option; in 1904 
only 529 took anything but the annual 
dividend method of settlement.’’ 

The commissioner might have en- 
lightened us as to just how the entire 
volume of the company’s business 
was divided in this regard 

The Northwestern is a purely mu- 
tual organization, which permits proxy 
voting under certain limitations. The 
charter provision on this point is as 
follows: 

Members of said company may vote by proxies 
dated and executed within 60 days next pre- 
ceding and returned to the chief office of the 
said company for examination and registry upon 
the books of the company at least three days 
previous to the meeting of the members of the 
company at which the same are to be used, but 
no person shall be allowed to cast by proxy 
more than 100 votes in addition to the votes to 
which he may be entitled asa member of the 
company on his own insurance; and no ofticer, 
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trustee, agent or employe of said company shall 
act or be entitled to vote as proxy for an absent 
member. 

There has been no examination of 
the Northwestern prior to this one 
since 1898. The growth and prosperity 
of the company are shown by the 
present inquiry to have fully kept 
pace with the expansion of the busi- 
ness as a whole, and a wholesome and 
successful effort to resist many of the 
demoralizing tendencies which have 
accompanied this expansion. 


Penn Mutual Examination. 

Three states, Pennsylvania, Massa- 
chusetts and Wisconsin jointly con- 
ducted the examination of the Penn 
Mutual. S. H. Wolfe was the ex- 
aminer in charge and the actuary as 
he had been in the cass of the North- 
western. The work was along similar 
lines, and the results, except as to the 
difference in size, followed closely 
those of the former. 

No proxy voting at all is allowed by 
the Penn’s charter, and of course there 
is no stock. On this point the report 
says. 

It will be seen from tbis that no proxies may 
be used in an election for the trustees of this 
company, and in connection with this we have 
the honor to particularly direct your attention 
to that portion of Article III of the by-laws 
which provides that none of the officers either 
appointive or elective shall be the trustees of 
the company. It is apparent from the records 
of the meetings of the board of trustees and its 
various committees that the trustees take an 
active part in the administration and supervision 
of the affairs of the company. 

The examiners report the result of 
their appraisals of the real estate 
owned by the company at $3,429,805, 
which is $38,700 more than the com- 
pany valued the property in its annual 
statement. A special reserve of §$1,- 
062,679 has been carried by the com- 


pany for the purpose of providing the 
additional amount necessary to place 
some of its policies upon a higher re- 
serve basis. The Penn issues policies 
on both annual and deferred dividend 
plans. Concerning this, the report 
states: 


The question of distribution of the company’s 
surplus was carefully considered, and the ex- 
aminers are of the opinion that the methods 
adopted by the company are equitable and based 
upon conservative premises. The actuary of 
the company states that 334 per cent. of the 
total outstanding insurance is written upon the 
deferred dividend or accumulated surplus plan. 


The Penn is one of the companies 
whose business has increased at a very 
rapid rate during the last ten years; 
the figures derived from a source in- 
dependent of this examination, show- 
ing this to amount to 148 per cent. of 
the amount in force Jan. 1, 1904. On 
this subject the examiners simply say 
that the expense of obtaining new 
business has been kept at a normal 
figure. It is disappointing that they 
did not feel called upon to delve a 
little deeper here, as their findings 
would have been highly instructive 
just at this time. 

It is very well known that the Penn 
is managed in an effective and ca- 
pable manner and with the strictest 
regard to honorable discharge of its 
obligations. It does not resort to 
bonuses, free excursions or any of the 
customary devices accompanying large 
volume so that whatever might. be 
disclosed as bearing on the profit or 
otherwise of large volume, would not 
be complicated by any qualifications 
arising from matters just hinted at. 

The report compliments the com- 
pany upon its administration of the 
various departments, finding them 
well organized and in competent 
hands, and gives the company a net 
increase in surplus over the amount 
claimed of $259, 237. 

The examination was made in com- 
pliance with the request contained in 
a resolution adopted by the board of 
trustees on Dec. 7, 1904. 








VICE-PRESIDENT JAMES H. HYDE AND HIS $100,000 SALARY. 








The Journal of Insurance Economics 
has steadily maintained that what- 
ever an investigation of the Equitable 
Life might show as regards the acts 


of its first vice-president—James H. 
Hyde—under no circumstances could 
evidence be produced demonstrating 
Mr. Hyde’s fitness to occupy this posi- 
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tion or to earn the annual salary of 
$100,000 which he is paid. 

President Alexander of the Equitable 
Life is paid $100,000 per annum. Presi- 
dent John A. McCall of the New York 
Life receives the same sum. It cer- 
tanly cannot be contended that Mr. 
Hyde’s services as an underwriter are 
worth as much as those of these two 
men. 

When George W. Perkins gave his 
entire time to the interests of the 
New York: Life he was paid $75,000 
per year; but this was after a service 
of 20 years with the company, in 
which he began as an office boy, work- 
ing up through the field and into the 
executive department of the company, 
until he was rewarded by the position 
and the salary named. Certainly Mr. 
Hyde. is not worth as much to the 
Equitable Life as Mr. Perkins was to 
the New York Life, nor does his ex- 
perience and service fit him to occupy 
a position in the Equitable correspond- 
ing to that occupied by Mr. Perkins 
in the New York Life. 

First Vice-President Darwin P. Kin- 
sley of the New York Life receives 
$35,000 and First Vice-President 
Thomas A. Buckner $40,000 per an- 
num. Mr. Kinsley has been for 16 
years with the New York Life, begin- 
ning as inspector of agencies, was pro- 
moted to superintendent of agencies, 
then became third vice-president and 
finally first vice-president. Mr. Buck- 
ner began at the age of 15 in the field 
service of the New York Life. Within 
twenty-five years he has worked him- 
self up to the position which he now 
occupies. Surely if the services of 
these men are properly measured at 
$35,000 and $40,000 a year, the ser- 
vice of Mr. Hyde to the Equitable 
Life are not worth $100,0C0. 

Mr. Hyde does not occupy the posi- 
tion of vice-president through any 
merit of his own, nor does he earn 
$100,000 per annum through any ser- 
vice which he renders the company. 


He holds this office and is paid this 
salary solely because he owns the. 


majority of the company’s stock, con- 


trols the appointment of the com- 
pany’s directors who fix the official 
salaries and who, because of this con- 
trol, have voted to pay Mr. Hyde the 
$100,000 per year. 

Surely the control of the capital 
stock of the company by one man in 
this case, at least, is not a benefit to 
the Equitable Life, but is being used 
by the majority of stockholders for 
the purpose of obtaining from the 
company, under the guise of services 
rendered, a sum of money far in ex- 
cess of anything he is legitimately 
entitled to receive for such ser- 
vices. 

Mr. Hyde, a young man of twenty- 
eight years of age, having served the 
company for a period of some five 
years, devoting during those years 
but a small portion of his time to the 
interests of the company, showing lit- 
tle concern with its insurance depart- 
ment, yet holds a position and is paid 
a salary as large as that commanded 
by the ablest underwriters in the busi- 
ness who have devoted years of their 
lives to the study and development of 
insurance problems. 

No permanent settlement of the 
Equitable situation can be made which 
involves the continuance of this anom- 
alous condition. If the Equitable Life 
is to hold its place in public esteem 
one thing, at least, should be done. 
Mr. Hyde should step down as first 
vice-president of the company and the 
salary of $100,000 paid him for his ser- 
vices should be discontinued. 

If the payment of that sum is con- 
tinued to him or his family it should 
be done openly in the form of a pen- 
sion voluntarily paid by the company 
in recognition of the valuable services 
rendered by the late Henry B. Hyde. 
If Mr. Hyde continues in the employ 
of the company it should be in an 
office which he is capable of filling and 
at a salary which properly represents 
the services he renders. ‘The ‘‘divine 
right’’ of majority stock control to 
mulct the policyholders under the 
guise of ‘‘services rendered’’ should 
not be tolerated. 








30 Journal of Insurance Economics. 








OUR INSURANCE SENATORS: WILL THEY STAND THE PUBLIC TEST ? 





Two presidents of leading American 
life insurance companies have recently 
been honored by their state legisla- 
tures in being returned to the National 
Senate. Both stand high as business 
men—keen, shrewd, intelligent, force- 
ful, possessed of attractive personali- 
ties, and regarded as having attained 
prominence by force of native ability 
and strength. The editor of the Jour- 
nal has enjoyed a personal acquaint- 
ance with one of them, and aside from 
his ability as an insurance man, has 
found him a gentleman of great charm 
and scholarly attainments; one who, 
taken apart from the setting of cor- 
porate or political environment, might 
command, as it seems to us, the con- 
fidence and trust of anyone. 

And yet, in respect to the public life 
which these men have chosen, we find 
in eminent mugazines which com- 
mand public approval, from the pens 
of responsible writers, articles which 
reflect upon the personal character, 
the loyalty and the patriotism of 
these men who now stand as _ repre- 
sentatives of the great business of life 
insurance in the United States Senate 
—John F. Dryden, president of the 
Prudential, and Morgan G. Bulkeley, 
president of the A¢tna. 

It is not a pleasure to the editor of 
the Journal to feel that the life insur- 
ance men who have secured this na- 
tional eminence are in any respect 
vulnerable, so far as political careers 
are concerned, and yet he believes it 
his duty, as well as that of all others 
engaged in the business, to know and 
to understand how enlightened public 
opinion, as expressed in responsible 
magazines, takes its view of our insur- 
ance senators. 


In the ‘‘Outlook’’ of New York we 
find this statement made relative to 


Mr. Bulkeley’s political methods: 

Dr. Newman Smyth of New Haven preached 
not long ago a vigorous sermon calling the atten- 
tion of his community to the tainted atmosphere 
with which ex-Governor Bulkeley’s candidacy is 
surrounded. This sermon interested others, and 


out of it has grown a movement of protest which 
has spread throughout the state. 

Unfortunately, for some reason perhaps not 
altogether unconnected with the power of adver- 
tising, the newspapers of the state have not paid 
very much editorial attention to Dr. Smyth’s 
campaign, but they have been compelled to give 
it space in their news columns. Dr. Smyth has 
sent a circular-letter to every member of the 
legislature, stating two insurmountable objec- 
tions to the elevation of Mr. Bulkeley to the 
senatorship. 

One objection, says Dr. Smyth, is that in the 
management of the A‘tna Life Insurance Com- 
pany of Hartford, of which Mr. Bulkeley is 
president, large sums of money which were really 
due to the mutual policyholders were diverted 
to the benefit of the stockholders of the company. 
Dr. Smyth states that this is a matter of court 
record, and that in 1878 Governor Hubbard of 
Connecticut characterized this financiering as 
* scandalously unjust.” 

The other obstacle to Mr. Bulkeley’s election, 
according to Dr. Smyth, consists in Mr. Bulke- 
ley’s opposition to the *‘ Corrupt Practices Act ” 
in Connecticut. In a legislative hearing regard- 
ing this act, Mr. Bulkeley was asked by Senator 
Cleveland the following question: ‘ Do I infer 
that it is lawful and right for you as a candidate 
for office to buy a vote which is for sale?” 
Governor Bulkeley replied as follows: ‘“ I think 
it is right for a candidate to secure that man’s 
vote, if he is without principle and ignorant, by 
any means you can use.” 


In ‘‘McCiure’s’’ Lincoln Steffens, 
in his inimitable and convincing ar- 
ticles on municipal, state and national 
politics, defines New Jersey as ‘‘a 
traitor state’’ and its political ma- 
chinery as comprised mainly of a band 
of ‘‘grafters’’ organized to betray the 
rest of the country by the passage and 
manipulation of liberal corporation 
laws, giving Senator Dryden a cen- 
tral place in this corrupt system, 
and among other things has this to 
say of Mr. Dryden and his “‘ business- 
political”’ affiliations. 

Now the trolleys and other public utility busi- 
nesses are still building up their business in 
Jersey; they are extending lines, buying and 
absorbing plants, making contracts all the time, 
so that they have, anyway, to keep in touch with 
politics, and at the bottom, too, in the cities and 
counties. Senator Kean has some independent 
public utilities down his way, but most of the 
water, gas, electric light and power, and the 
trolleys of New Jersey are held by the Public 
Service Corporation, Thomas N. McCarter, 
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MORGAN G. BULKELEY, President 
Atna Life Insurance Company, Hartford, Conn. 


president. This company was financed by the 
Fidelity Trust Company, Uzal H. McUarter, 
president. And back of the trust are the men 
in the Prudential Insurance Company, John F. 
Dryden, president. Naturally, when General 
Sewell died, Mr. Dryden was elected to the 
Senate. He had never taken any part in politics 
before, and his election caused some surprise 
and some difficulty; his friends had to buy out- 
right several votes for him—unbeknown to him, 
they say—but that will not happen again. The 
next time he runs for the United States Senate, 
he will probably go through as the chief visible 


representative of the system. I say visible, 
because the Prudential has relations with the 
Equitable Life in New York City; and since the 
Pennsylvania resides in Philadelphia, the real 
seat of the government of New Jersey, the most 
selfish and provincial of states, is outside its 
borders, and the state govermnent, which 80 
liberally has served national trusts, actually is 
governed by a syndicate representing national 
corporate interests. Is this good government? 


These statements taken by them- 
selves do not establish the facts con- 
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tained therein, but they do show the 
attitude of the public mind and can 
but lead all in the insurance business 
to gravely and seriously ask if these 
— and intimations can be 
rue. 


One of these senators, personally 
known to the editor, has seemed to 
him a type and example of whata 
United States senator should be, and 
yet our judgment, looking at it from 
the standpoint of insurance affiliations 
and the natural and inevitable inter- 
est which is bound up in thataffilia- 
tion, may not te the test. It may 
prevent us from exercising that clear- 
ness of vision which might come to 
an outsider probing for the facts and 
reaching his conclusions from the 
standpoint of a reading constituency 
whose confidence and patronage he is 
interested in maintaining. 

We are concerned with these out- 


side criticisms because they represent 
honest judgment rendered by capable 
public writers. If they be not true, it 
is still well that we should know 


.these things are being said. These 


men are no longer ‘‘underwriters,’’ 
they are public servants and we have 
a right to test them by their public 
service and by their political careers. 
The work of a public writer, even 
though it be in the special field of in- 
surance, is not always a pleasant one. 
His real force and power lies in always 
presenting, without concern for the 
consequences, the thoughts and con- 
clusions which honestly arise in his 
mind. In doing so he is often mis- 
understood, he often offends where 
no offense is intended, for the true 
publicist will say what he has to say 
fearlessly even though it may most 
nearly affect adversely the interests 
or the feelings of those for whom he 
entertains the friendliest regard. 





TATE Mutual Life 


...Assurance Company 


Worcester, Mass. 


INCORPORATED 1844. 


Financial Statement, Jan. I, 1905. 


$25,457,929.45 
22,905,552.00 


ree. « » x 
Liabilities .. 22,9 


SURPLUS. $2, 552,377.45 


A. G. BULLOCK, President. 
H. M. WITTER, Secretary. 
BURTON H. WRIGHT, Supt. of Agencies. 


he LIFE, ENDOWMENT 

and ANNUITY POLICY 
IssUED ONLY By THE 

PHOENIX MUTUAL LIFE INS. CO. 


OF HARTFORD, CONN. 


Is the Best for the Insurer to Buy or Agents to Sell. 
Covers every contingency of life. Particulars on appli- 
cation at Home Office. 


AGENTS IN ALL CITIES. 


Northern Assurance Co. 


OF LONDON, ENG. 








UNITED STATES STATETFIENT AS OF JAN. 1, 1903 


Admitted Cash Assets $3,423,230.90 
All Liabilities, including Reserves . .  1,998,616.11 
Net Surplus in United States . . . $1,424,614.79 


EASTERN AND SOUTHERN DEPARTMENTS 
Company’s Building : : 38 Pine Street, New York 


GEORGE W. BABB, MANAGER 
T. A. RALSTON, SUB-MANAGER ~* 


JOHN C. PAIGE & CO. 
INSURANCE 


20 KILBY STREET 
BOSTON. 











( Promises Pleasingly Placed ) 


Modern contracts, 
convincingly arranged, with insurance guaran- 
tee, rights and values completely set forth be- 


In Union Mutual policies. 


fore mention ofpremium rate. Lengthy expla- 
nations unnecessary—every feature plain and 
simple. Easy to understand; quick to sell. 


Union Mutual Life Insurance Co. 
PORTLAND, MAINE. 

=. Ricuarps, President. 
Artuur L. Bates, Vice-President. 


Always a plaice for active agents who hold 
business writien. 


Apply to either Epson D. Scorie.tp, Sxft., 180 
Broadway, New York City, or THORNTON CHASE, 
1 Sufpt., 84 Adams St., Chicago, Ills. 


INSURANCE OFFICE 
OF LONDON. 


FOUNDED D_ 1710. 


United States Branch: 
54 PINE STREET, NEW YORK. 


Western Department: 
171 LA SALLE ST., CHICAGO. 


Pacific Department: 
215 SANSOME ST., SAN FRANCISCO. 


FRED 















































Insurance Journals worth 
Patronizing 


Insurance Engineering, 120 Liberty 
St., New York, N. Y. Especially devoted 
to engineering matters, particularly in their 
relation to fire insurance. The only pub- 
lication of its kind, and particularly valu- 
able to insurance experts. 

Price, $3.00 per year; 25c per copy. 


The Insurance Field, Louisville, Ky. 
Branch offices, Chicago and Atlanta. An 
up-to-date weekly newspaper covering all 
departments in the Southern and Western 
fields. Of particular value to agency in- 
terests. Special life insurance supplemient 
once a month. Covers its particular field 
better than any other paper. 

Price, $3.00 per year; single copies 15c. 


Insurance Post, Royal Bldg., Chicago, 
Ill. A fortnightly insurance review. 
Strong in its editorial articles and contain- 
ing features of special value to all insur- 
ance men in the Western field. 

Price, $2.00 per year; single copies 15c. 


Insurance Press, 120 Liberty St., New 
York, N. Y. A weekly newspaper cover- 
ing all branches of insurance in the East- 
ern field, as well as general and specific 
information of interest to all insurance 
men. Contains special features in fire and 
life departments not found in other papers. 

Price, $5.00 per year; 15¢ per copy. 


The Standard, 60 India St., Boston, 
Mass. An enterprising weekly covering 
the New England field in all branches 
better than any other paper. Contains 
special features not found in other publi- 
cations. 

Price, $3.00 per year; single copies Ioc. 


Weekly Underwriter, 58 William St., 
New York, N. Y. A weekly review cover- 
ing all branches, strong in its editorial 
comment and making a specialty of insur- 
ance returns by States. Also has the best 
information respecting State insurance leg- 
islation. 

Price, $5.00 per year; single copies Ioc. 


Western Underwriter, 164 La Salle St., 
Chicago, I11., and Cincinnati, Ohio. A first- 
class weekly paper covering the Central 
Western insurance news better than any 
other publication. Indispensable to fire, 
casualty, and life agents in that section. 
Special monthly issue relating to life in- 
surance. 

Price, $2.50 per year; single copies 15c; 
special life number 2o0c. 


Life Insurance Educator, Louisville, Ky. 
A monthly publication designed to educate and 
assist life insurance solicitors in their work. Oc- 
cupies a distinctive field which it covers in a 
unique way. Joseph A. Devney, Editor. 


Price $2.00 per year; single copies 20c. 








FORTY-FIFTH YEAR. 


HOME LIFE 


INSURANCE COMPANY OF NEW YORK. 
GEORGE E. IDE, President. 


Admitted Assets, - ~ - $16,606,229.07 
Dividend-Endowment Fund, 1,290,036.00 


(Deterred Dividends) 
Contingent Fund, $228,211.31 
Net Surplus, 1,134,104.25 


Insurance in Force, - - - 


1,362,315.56 
74,892,289 .00 

















THE 
FIRST MUTUAL 





Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 


Operates on a full 3 |-2 per cent. Reserve 
under Massachusetts Law, and offers 
the very best possible security, with 

a safe, equitable contract. 


FINANCIAL STATEMENT. 


ASSETS, $38,324,422.73 
LIABILITIES, 34,638,296.48 





$3,686,126.25 


SURPLUS, 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President 
D. F. APPEL, Secretary. 
WM. B. TURNER, Asst. Sec'y. 





























EVERY MAN INTERESTED 


In selecting a profession 
that offers the greatest 
prospect of success 
should read the book- 
let ‘‘Careers for the 
Coming Men,’’ by 
Hon.JohnF. Dryden. It 
is a practical discussion 
of the opportunities of- 
fered in the field of Life 
Insurance. A copy will 
be sent, free, upon re- 
quest. 


The Prudential 


INSURANCE COMPANY OF AMERICA. 
Incorporated as a Stock Company by the State of New Jersey. 


Home Office: JOHN F. DRYDEN, 
Newark, N. J. President. 
Prudential Agents are Money Makers. Open 
Territory for Energetic Men. 


The Grand Prize Was Awarded The Prudential 
at the St. Louis Exposition. 


$94,000,000 


Paid in Fire Losses 
in the United States alone during 


56 YEARS 
BY THE 


LIVERPOOL 
““’ LONDON 
“” GLOBE 


Insurance Company. 
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ASSETS U. S. BRANCH, 
$12,056,918. 
NET SURPLUS, 
$5,160,000. 


CONFLAGRATION PROOF. 
NEW YORK OFFICE, 45 WILLIAM ST. 


National Life 


Insurance Company 
OF VERMONT. 
Established in 1850. Operating in 42 States. 


Joseru A. DE BOER. President. H M. CUTLER, Treasurer. 
JAMES ‘IT. PHELPS, Vice-Pres. A. B. BISBEE, Med. Director. 
JAMES B. ESTEE, 2d Vice-Pres. C. E. MOULTON, Actuary. 
OSMAN D. CLARK, Secretary F. A. HOWLAND, Counsel. 











This Company held January 1, 1905, and gained 
during the past decade: 


ASSETS, . . $31,398,453.67 Gain, 184% 
SURPLUS, . . 3,458,075.90 Cain, 142% 
INSURANCE, 134,761,554.00 Cain, 107% 





Sells the Best and Most Modern in Life, 
Term, Endowment and Annuity Insur- 
ance. 


JAMES T. PHELPS & CO., State Agents, 
159 Devonshire Street, . . BOSTON, MASS. 














The Mutual Benefit 


LIFE INSURANCE CO. 
NEWARK, N. J. 


FREDERICK FRELINGHUYSEN, President. 





ASSETS (Market Values), Jan. 1, 1905, $93,237,790.27 
Rec iiassnsicewed.cvctsscsacee 85,918,227.30 
PE akitiencnerectennebancsusudendos 7,319,562.97 


MUTUAL BENEFIT POLICIES 
CONTAIN 
Special and Peculiar Advantages 
Which are not combined in the 


POLICIES OF ANY OTHER COMPANY. 








STATEMENT, JANUARY I, 1905. 


Cash Capital $1,000,000.00 
Premium Reserve . - .- 2,524,219,17 
Reserve for Losses under Adjustment 182,967.55 
Reserve for All Other Claims ; ; 6,287.51 
Net Surplus . * 2,639,225 50 


Total Assets $6,352,699,73 





Commercial Union Assurance Company, 
(Limited) 


OF LONDON. 
PINE AND WILLIAM STREET - NEW YORK CITY. 


Berkshire 
Life Insurance Co. 


OF PITTSFIELD, MASS. 








James W. Hott, President. 
JAMES M. BARKER, Vice-President. 
J. M. Leg, Actuary. 


THEO. L. ALLEN, Secretary. 
Rop’t H. Davenport, Ass’t Sec’y. 





This Company, with its more than fifty years of 
successful and honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 





For circulars and rates address, 


EASTERN MASSACHUSETTS AGENCY, 


40 Water Street, Boston, Mass. 
DYER & FOSS, Managers. 
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